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This report is one of several documents produced during the course of thié
study, Others include:

Subdividing Rural America: Impacts of Recreational Lot and Second Home
Development, Executive Summary, available at the U.S. Government Printir’g
Office.

Recreational Lot and Sécond Home Development: A Manuval for Reviewing
Impacts, by the American Society of Planning Officials, published by the
Council on Environmental Quality, 1976, a handbook for government officials
and planners to assist them in reviewing the environmental and sociceconomic
impacts of recreational land development proposals.

Recreational Properties; An Analysis of the Markets for Privately Owned
Recreational Lots and Leisure Homes, by Richard L. Ragatz Associates, Inc.,
1974, a nationwide study of the recreational properties market, available from
the National Technical information Service, U.S. Department of Commerce,
Springfield, Virginia 22161 (PB-233 148/6WU) or directly from the author at
3660 Donald Street, Eugene, Oregon 97405. A condensed version of these
market data appears in the full report of the study group.

Recreationa! Properties in Appalachia: An Analysis of Markets for Privately
Owned Recreational Lots and Leisure Homes, by Richard L. Ragatz Associates,
Inc., 1974, a market study dealing specifically with recreational properties in
the Appalachian states, available from the National Technical Information
Service (PB-244 340).

- The Subdivision of Virginia‘s Mountains: The Environmental impact of Recrea-
tional Subdivisions in the Massanutten Mountain-Biue Ridge Area, Virginia,
by William E. Shands, published by the Conservation Foundation, 1974, a
report on the environmental impacts of recreational subdivisions in Virginia,
available from the Conservation Foundation, 1717 Massachusetts Avenue,
N.W., Washington, D.C. 20036.

Second Homes in Great Britain: Some Comparisons with the United States,
by Richard L. Ragatz Associates, Inc., 1976, a general assessment of built
structures used for seasonal-recreational purposes, available from the
National Technical Information Service (PB-258 400).
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PREFACE

Second home developments and recreational lot sales have concerned many
people because of their potential negative environmental, economic, and social
impacts and because of possible consumer fraud. Legislation has been enacted
by the Federal Government and some state governments in response to con-
sumer fraud problems, but the other impacts have often remained unregulated
by any level of government.

This study, sponsored by the Council on Environmental Quality, the De-
partment of Housing and Urban Development and the Appalachian Regional
Commission, was conducted to assess the seriousness of these problems and to
suggest possible remedies. The research was done by the American Society of
Planning Officials with the assistance of the Urban Land Institute, the Con-
servation Foundation, and Richard L. Ragatz, Associates, Inc. The study has
taken place over several years and has produced a series of reports.

The study concludes that there is a potential for significant adverse impacts
from such developments, but these can be mostly ameliorated if developers and
government officials work together in the careful planning and development of
such projects. Although the energy crisis and economic conditions have sub-
stantially reduced the demand for recreational developments, there is a strong
possibility that this market will pick up again. Local and state governments
should strongly consider taking advantage of the current lull to pass legislation
and establish procedures for dealing with the resurgence when it occurs.

This study is one in a series of land use studies jointly sponsored by CEQ
and HUD in an effort to provide developers and planners with better informa-
tion on which to base land use decisions.

: L Acting Chairman '
Council on Environmental Quality
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One U.S. family in 12 owns either a second home or a vacant recreational lot.

CHAPTER 1.

Recreational land development is a controversial sub-
ject. It has caused considerable debate in the press, in the
Congress and state legislatures, and among local govern-
ments and concerned citizens groups across the country,
Attitudes toward it vary widely. Some people see it as an
opportunity to stimulate rural economies and increase
local tax revenues. Others see it as a threat to the environ-
ment, fearing irreparable damage will result as woodlands,
lakeshores, and coastlines are subdivided into recreational
lots and second homes are constructed.

Actually, recreational land development has resulted in
both positive and negative consequences in different
settings and under different conditions. On the positive
side, it has provided recreational opportunities for an
increasingly broad segment of the American public—a
place in the country to spend vacations and leisure time, a
place to retire, and for some an attractive financial invest-
ment. Recreational land development has also created
markets for marginally productive land, increased local
tax revenues, stimulated local businesses, and provided
some jobs.

Despite these important benefits, recreational land
development has caused some very serious problems:
consumer . victimization resulting from misleading and
fradulent sales tactics; environmental degradation from
the development of ecologically fragile lands; and hngh
public service costs for some rural communities.

This report presents a comprehensive analysis of recrea-
tional land development; the amount of land involved, the
impacts of these developments on the communities in
which they occur, and methods that governments can
adopt for controlling development and avoiding negative
impacts. It focuses primarily on development problems,
some of which are common to all forms of land develop-
ment, others which are unique to recreational develop-

EXECUTIVE SUMMARY

ment. Due to its problem focus, this report is often critical
of the recreational land development industry, the
products of which vary widely in quality. While there are
many fine examples of high quality second home projects
and resort communities scattered around the country, the
impacts of shoddy recreational land development are wide-
spread and serious. They are not, however, the fault of
developers alone. Governments, which have the duty to
regulate the use of our resources, and citizens, who help
shape public pelicies and buy the industry's products
must also share the respOnsnblhty for the negative impacts
which have occurred.

At the time this study was begun in 1973, recreational
land development was a burgeoning business. Land was
being subdivided and sold faster than government could
process the necessary paperwork. Since then, this
industry has been hard hit by gasoline shortages and more
recently by economic recession. Both lot sales and second
home construction fell off sharply in 1974.

This decline in recreational land development activity,
however, does not lessen the importance of the issues
addressed in this report. While subdivision platting and
second home construction have slowed down considerably
from the early 1970s, they have by no means stopped, and
consumer demands for recreational property can be
expected to rise again as the economy recovers. Recrea-
tional property is a luxury item whose future depends on
rising disposable incomes and mobility. Based on past
trends -and recent surveys of consumer intentions, the
number of households owning recreational property in the
U.S. could be expected to more than double by 1985 as the
post World War II baby boom generation enters its
thirties and swells the ranks of potential buyers.

There are preliminary indications that the market for rec-
reational property is shifting away from the unimproved,



speculative lot segment of the market toward a user’s

market of improved recreational lots and second homes.

Increased consumer awareness, saturation of the specula-
tive lot market in some areas, and increased land use
regulation are all contributing to this trend. While some of
the worst abuses of the past may be on the way out, the

range of issues posed by continued recreational land
development in rural areas still requires the exercise of
much greater responsibility in managing such develop-
ments than has occurred to date. Hopefully, this report
will provide both a stimulous and a focus for increased
public action.

SUMMARY CONCLUSIONS

Recreational land development is occurring throughout
the U.S. in response to consumer demands for speculative
real estate investments, and for second homes {and to
some extent permanent homes) for their owner’s use and
enjoyment. These projects tend to be located in rural areas
where they have a potential for creating significant en-
vironmental, economic, and social impacts. The extent to
which these impacts are beneficial or adverse depends
largely on the care with which projects are planned and
developed. Since the adverse effects can be quite serious,
both public officials with responsibility for project
approvals and the developers themselves must take steps
to ensure that project plans and implementation programs
are consistent with local conditions and needs, and

-moreover, to the greatest extent possible, that they en-
hance the quality of the environment and the well being of
host communities.

Recreational land development has a high potential for
causing serious environmental problems due to its
frequent lack of or inadequacy of basic site improvements,
and its tendency to locate in sensitive environmental
areas. Ground and surface water pollution from improper
disposal of sewage, and erosion and siltation from runoff
pose the most serious environmental problems. Other
threats to the environment include destruction of natural
areas and wildlife habitats, increased solid waste and
litter, and air pollution.

The economic effects of recreational land development
on local governments are likely to be positive in the initial

years of project development as property taxes exceed .

public service costs. Fiscal impacts can become negative
over time, however, if substantial permanent occupancy
occurs in these projects {especially by families with school
age children), or if local governments must install or make
substantial improvements in project facilities such as
roads and utility systems. Effects of development on local
economies are positive to the extent that new jobs are
created and community income increases from developer
and property owner expenditures made in the local
economy. : '

As home construction and occupancy progresses in
recreational subdivisions, the traditional lifestyles and
cultures of rural communities begin to change in response
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to the changing population mix and economic base.
Changes may also occur in local political structures to the
extent that recreational property owners become involved
in community affairs. Local attitudes on the merits of
these social changes differ widely. But the social impact
causing the greatest controversy has been consumer
victimization, in spite of the host of state and federal land
sales laws adopted in recent years. The full disclosure
technique on which most land sales laws are based has not
proven adequate as a means of stopping these abuses.

The major negative impacts of recreational land
development can be traced to the lack or inadequacy of
local land use and development regulations, and to a lesser
extent state regulations. Recreational land development
pressures have been heaviest in rural areas where land use
controls have traditionally been the weakest. The lack of
professional staff and financial resources necessary to
regulate rapid increases in large scale development has
also been a major problem. Emerging state laws aimed at
protecting critical environmental areas such as wetlands
and coastal zones can help resolve conflicts between
recreational land development and sensitive environ-
mental lands, but they have yet to be a major force in
controlling development.

Most of the problems caused by recreational land
development have been dealt with before in previously
urbanizing areas, and existing tools and techniques for
regulating the quality, location, quantity and timing of
development offer  sufficient methods of avoiding the
potential negative effects of these projects. Development
standards should be set at levels appropriate for the scale
and density of development, and the natural capacities of
the site. Recreational land development should adhere to
the same generally accepted development standards
required of conventional first home subdivisions of similar
scale and density. Basic site improvements should be
designed to accommodate peak occupancy, and should be
in'place when they are needed by project residents, either
through initial instaliation by the developer, or assured
through binding financial guarantees that they will be in-
stalled as needed. Minor variations from accepted de-
velopment practices in response to market preferences or
unique environmental conditions may be appropriate if



they pose no threat to public health and safety and
environmental quality. ‘

The burden and responsibility for setting standards and
regulating these developments rests primarily with local
governments. For some governments, review and
strengthing of existing regulations is in order; for others,
which do not yet regulate development, a major effort is
required to draft land use controls. For both, the regula-
tions and standards should be reviewed with a sensitivity
to concerns for critical environmental areas, appropriate-
ness to the scale and density of development, as well as the
natural carrying capacities of the site, and the degree to
which they stimulate better and more imaginative site
design and construction rather than only making tra-
ditional designs more expensive. Flexible development
controls such as PUD ordinances, environmental per-
formance standards, and impact assessments should be
used to permit greater responsiveness to unique site
conditions.

In many local communities, regulating land use
effectively will overtax available resources, and they will
look to ‘states for more help. State land use planning
programs should identify areas suitable and unsuitable for
recreational land development and channel financial and
technical aid to those local areas most in need of assis-
tance. States should also increase their efforts to protect
critical environmental areas of greater than local concern
to prevent unique natural resources from being preempted
by development.

The federal government should also provided needed
support by taking full advantage of its existing legislative
mandates and enacting land use legislation as needed to
provide additional financial and technical assistance.
Final}y, both state and federal governments should take
steps to strengthen existing consumer protection legis-
lation by requiring financial guarantees that promised
improvements will be installed.

DEFINITIONS

Prior to the recreational land boom in the 1960s, many if
not most of the second homes in the U.S. were built on
individual, scattered lots in traditional recreational areas
outside platted subdivisions-—the simple hunting cabin
in the Maine woods or the lake cottage in Minnesota.
Public facilities seldom existed, lots were usually small,
and most of the dwellings were not originally designed for
permanent, year-round occupancy.

TFor most people, the subject of second homes still
suggests these traditional images of scattered mountain
A-frames and lakeside cottages. This scattered lot
development is still occurring today, but the mass market
has shifted to new forms of recreational land development.

As commonly used today, the term “recreational land
development’” refers to a range of development types
marketed ostensibly for recreational use, although they
are not. necessarily so used. These developments range
widely in size and quality, from unimproved raw land
subdivisions to resort developments with condominiums,
single-family homes, and a wide variety of recreational
amenities. Other peripheral types of projects often labeled
as recreational land development include subdivisions
with lots sold specifically for camping or recreational
vehicle use, club campgrounds under single ownership,
and theme park-second home complexes.

This report distinguishes among three major types of
development (although some individual projects may
include characteristics from more than one category):
unimproved recreational subdivisions, improved second
home projects, and high-amenity resort communities.
Most of the recreational land development which has
occured in the U.S. falls into the first two categories, and
is the primary focus of this report.

Unimproved recreational subdivisions. These projects
are basically land sales operations in which the developer
typically subdivides the property into one-fourth or one-

An estimated 10 million recreationa lots have been subdivided in the U.S. to date, many of which are in unimproved recreational subdivisions with few

basic improvements or facilities such as this project in Arizona.




Improved second home and resort developments are similar in many respects to typical suburban developments, and frequently include recreational
amenities such as swimming clubs, golf courses, or as in this project, an artificial loke.

half acre lots (often with little or no regard for their
adequacy as actual home sites), installs access roads as
necessary to market the property (frequently only graded
dirt roads), and sells off the lots as fast as possible. Much
of this property is sold sight unseen through the mail to
buyers primarily interested in land speculation. If these
projects are ever to be actually developed, the individual
lot owners or the local community must provide the
necessary improvements such as water and sewer systems
and paved roads. It is common for these projects to end up
with little actual development, but with very confused
patterns of property ownership as buyers default on
payments or property taxes.

Improved second home projects. These projects include
some basic site improvements. Recreational facilities may
also be included, and the projects are often sited in areas
with important natural amenities such as lake or river
frontage. Lot sizes are still typically one acre or less, but
more care tends to be taken in site design and layout.
While the developer’s primary objective is still to sell lots,
installing basic site improvements lays the groundwork
for a real community and buyers are more likely to be
interested in eventually building homes and using their
land, although speculation remains fairly common. The
locations of these projects are more dependent upon good
highway access and relative proximity to metropolitan
areas due to the greater emphasis on a users market.

High-amenity resort communities. The planning and
construction in these developments are highly sophisticat-
ed and, although far fewer in number, many are considered
models of design excellence. Developers often invest
millions of dollars in basic site improvements and
recreational amenities (swimmining pools, tennis courts,
golf courses, and club houses), as well as developer-built
housing, such as resort condominiums. Aimed primarily
at higher income families, some of these projects approach
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the scale of new towns, and development is more likely to
be carefully controlled through deed restrictions and
architectural controls. The location of such developments
is often governed as much by the outstanding natural
amentities of the site as the location of the buyers market.

‘STUDY METHODS AND DATA LIMITATIONS

The information used in this report has come from
several primary and secondary sources: first, an extensive
review of the literature; second, a series of personal field
interviews in 14 states* with government officials,
developers, environmental groups, and concerned citizens;
third, three national surveys conducted for this study (one
of homeowners; one of recreational land development
companies, builders, and manufacturers; and one of local
planning agencies in rural communities experiencing
recreational land development); and fourth, an analysis of
the registered filings of 3,900 recreational subdivisions
recorded with HUD’s Office of Interstate Land Sales

‘Registration (OILSR).

Even with this data collection effort, still remarkably
little is known about many aspects of these developments.
The available data used in this report have limitations
resulting from the widely different markets involved
(ranging from raw lot sales to high density recreational
communities), the fragmentation among data sources, the
lack of standardization in definitions and data collection,
and difficulties in maintaining current information.
Although these limitations make it difficult to draw
national generalizations in some cases, the information
collected in this report still presents the most compre-
hensive picture of the recreational properties market and
its impacts available to date.

* Field interviews were conducted in Arizona, California, Colorado,
Florida, Georgia, Michigan, New Mexico, North Carolina, Oregon, Texas,
Vermont, Virginia, Washington, and Wisconsin.



MAJOR FINDINGS

RECREATIONAL PROPERTIES MARKET**

1. At least 10 million recreational lots have been sub-
divided in the U.S., and HUD’s Office of Interstate Land
Sales Registration (OILSR) includes subdivision filings
from every state except North Dakota and Rhode Island.

¢ Recreational subdivisions registered with OILSR
are most heavily concentrated in the Southeast and
Southwest (see Figure I).

e Two states (Florida and Texas) contained almost
half of the 3.5 million recreational lots registered with
OILSR in 1974.

e Five more states (New Mexico, Arizona, Califor-
nia, Colorado, and Pennsylvania) contained another
quarter of these lots.

2. Over 3.5 million second homes had been constructed
in the U.S. by 1973.

e The highest concentrations of second homes occur

in the Great Lakes Region, the South, and New

England (see Figure II).

¢ In 1970, approximately one-third of the second

homes in the U.S. were located in Michigan, New

York, Texas, Wisconsin, and California.

3. Recreational properties are used in three major
ways—as speculative investments, for seasonal occupan-
cy, and for permanent occupancy.

¢ Research to date indicates that between one-third
and one-half of all recreational lots are bought pri-
marily as speculative investments.

¢ Where second homes are constructed on recrea-
tional lots, most are occupied on a seasonal basis—
typically between two and three months per year.

* There is a tendency for second homes to be con-
verted to permanent use. Although few national
data exist, some local surveys of second home owners
report that as many as half intend to move into their
second homes on a permanent basis at some point in
the future. In addition, recreation lots are also being
purchased initially for use as permanent home sites.

4. Speculation in recreational lots tends to be most
highly concentrated in unimproved recreational subdivi-
sions. Consumers who plan on using their property them-
selves tend to purchase lots in subdivisions with more im-
provements and amenities.

5. Recreational subdivision generally have fewer basic
site improvements than conventional, first home sub-

** Few studies to date have attempted to distinguish among different types of recreational land development, therefore much of the data presented in these
findings can only appear in aggregate form rather than being related to specific project types.

Q%

material obtained from the files, June, 1973.

FIGURE 1. ' RECREATIONAL LAND DEVELOPMENTS REGISTERED WITH OILSR, 1973.-
{1 dot = 1 subdivision}

Note: Since the data for this figure were collected (June, 1973), project filings from Texas increased from 85 to 463, by January
1974, giving it four-fifths as many recreational subdivisions as Florida. ’

Source: U.S. Department of Housing and Urban Development, Office of Interstate Land Sales Registration, Unpublished
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{Washington: Government Printing Office, 1972.)

FIGURE L. SECOND HOMES IN THE U.S., 1970

(1 dot = 1,000 Second Homes)

Source: U.S. Department of Commerce, Bureau of the Census, U.S. Census of Housing, 1970 Detailed Housing Characteristics.

divisions, but are often similar in design and layout (see
Figure III).

¢ Two-thirds of the projects surveyed at OILSR had
no central sewage systems, and one-third had no
central water systems. Many contained only dirt
roads.

¢ The size of most recreational land developments
is relatively large. Recreational subdivisions filed
with OILSR average 1,000 acres each.

* Typical lot sizes range from one-fourth acre to one
acre. At full buildout, the densities of these sub-
divisions are as high as metropolitan suburbs.

6. Owning recreational property is no longer a luxury
limited to upper-income families.

* Heavy front-end investments are poured into mass
marketing and advertising schemes, rather than
into the basic site improvements necessary for
housing construction and occupancy.

® Since both the land sales firms and the lot buyers
are primarily interested in maximizing returns on
their investments, neither has much incentive to
improve the land, and often the firm does not even
expect to sell all the lots.

* These speculative subdivisions preclude alterna-
tive land uses and dictate patterns of growth for
years to come. They lock up large parcels of land by
fragmenting and scattering ownership, making any
future reassembly of the land legally difficult and
economically prohibitive.

® One U.S. family in 12 owns a piece of recreational
property —either a vacant recreational lot or a second
home.

® Todays typical second home owners are white,

8. At the other extreme, large scale second home
projects and resort communities tend to have an
urbanizing effect on rural areas as homes are constructed
and public service demands increase (depending on their
scale, level of improvements, and growth rates).

middle-class families whose incomes and educations
are only slightly higher than the national averages
(see Figure 1V).

* Three-fourths of all second home owners live in
metropolitan areas.

7. Unimproved recreational subdivisions are, in many
cases, resulting in extensive premature subdivision of land
(i.e., homesites subdivided and sold with no foreseeable
demand for residential use). Many of these speculative
subdivisions stand little chance of ever becoming viable
communities.
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¢ The relative scale of recreational land development
is often massive in comparison to existing rural
development, and can result in substantial primary
and secondary population growth over time.

* Most second home owners are urbanites and tend
to demand increasingly urban levels of public ser-
vices.

® The tendency for some recreational properties to
become permanently occupied further reinforces
this urbanization process.



ENVIRONMENTAL IMPACTS

1. Most environmental impacts caused by recreational
land development are no different in kind from those of
other conventional subdivisions of similar size, density,
and levels of improvement. Their environmental effects
may be more serious, however, due to their lack or inade-
quacy of basic site improvements and their tendency to be
located on sites which are environmentally  fragile, of
special public concern due to their unique natural features,
or in areas which lack the natural capacity necessary to
sustain intensive development.

* Because of their tendency to locate in more sensi-
tive environmental areas, recreational subdivisions
result in environmental impacts which are more
difficult to ameliorate.

* Recreational subdivisions are often built to lower
standards than conventional subdivisions (e.g.,
septic tanks on small lots, private wells, dirt roads,
etc.), resulting in more serious environmental
damage as home construction and occupancy occur.

®* Two of the most common environmental impacts
caused by lower development standards are ground
and surface water pollution from septic tanks (es-
pecially in areas adjacent to lakes and streams), and
erosion and siltation from runcff generated by dirt
roads and bare construction sites.

¢ Other environmental impacts which have resulted
from recreational development include air pollution
(especially from heavy automobile traffic in moun-
tainous areas), increased solid waste and litter, the
destruction of fish and wildlife habitats, increased

flooding and flood damage due to increased runoff
from impervious surfaces and floodplain construc-
tion, and aesthetic blight.

2. Although unimproved recreational subdivisions can
be designed to minimize potential environmental
problems, those designed to maximize short run returns
from lot sales are often platted as simple gridiron projects
which show little sensitivity for the topography or other
natural features of the landscape.

. Serious erosion and lake and stream siltation
have been caused in many such projects due to the
grading of dirt roads on steep slopes and across
natural drainage courses. '

o Homesites platted on excessive slopes have often
caused erosion and siltation when developed.

o Other environmental impacts in unimproved
projects have been less serious to date because of
their lower level of development activity, buildout,
and occupancy. The potential for serious environ-
mental damage, however, is high where initial site
design is poor and projects lack basic improvements
in water supply and sewage disposal systems.

3. Generalizations on environmental impacts in
improved second home projects and resort communities
are more difficult to make since they vary widely from
project to project depending on a variety of factors
including:

» The natural characteristics of each individual
site, such as topography, soils, groundwater, wild-

FIGUREIII. SELECTED SITE IMPROVEMENTS IN RECREATIONAL LAND DEVELOPMENTS
REGISTERED WITH OILSR, 1973

Sewage Disposal Facilities: *

Central Sewer System Ex{sting

Central Sewer System Planned

Individual Septic Tanks
Source of Water Supply:

Public or Private Company

Developer or Property Owner's
Association

Individual Lot Owner’s Responsibility
‘'n = 1,287 projects

* These categories are not mutually exclusive; some projects contain both central sewer systems and some septic tanks. Missing

data in some files account for totals of less than 100 per cent.

Source: U.S. Department of Housing and Urban Development, Office of Interstate Land Sales Registration, Unpublished

material obtained from the files, June, 1973.
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FIGUREIV. SOCIO-ECONOMIC COMPARISONS OF
HOUSEHOLDS OWNING SECOND HOMES WITH ALL U.S. HOUSEHOLDS, 1970.

$10,000

25 yrs. |-
$5,000 +—

Median Annual Family Income

$20,000

100% ~  — ﬁ

$10,000

50 % r—

Median Age of Household Head

Median Family Size

100% [~ —

50% B

Percentage Owning
Primary Home

[mm, All U.S. Households
Sources:

Value of Primary
Owned Home

Per Cent Caucasion
Household Heads
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Date for Households Owning Second Homes: U.S. Department of Commerce, Bureau of the Census, Public Use Sample of Basic
Records from the 1970 Census, State Samples.

Data for All U.S. Households; U.S. Department of Commerce, Bureau of the Census, Metropolitan Housing Characteristics,
United States and Regions, 1970. Report No. HC (2)-1. (Washington: Government Printing Office, 1972.) Tables A-3, A-7, and
A-8; and U.S. Department of Commerce, Bureau of the Census, Detailed Housing Characteristics, United States Summary, 1970.

Report No. HC (1)-B1. (Washington: Government Printing Office, 1972. Tables 29, 81, and 54.

life, and unique natural features,

¢ The physical characteristics of each project in-
cluding size, density, site design, and especially the
level of improvements {water and sewer systems,
roads, etc.).

* The land development techniques and construction
practices used by the developer.

* The adequacy of land development regulations and
their administration and enforcement by local and
state governments.

4. Considerable recreational land development has been
located adjacent to or is surrounded by publicly-owned
lands (e.g., national parks and national forests), resulting
in a variety of problems.

e In some parts of the country, recreational land

development is in competition with public land

acquisition programs, outbidding and preempting
some unique natural resource areas planned for inclu-
sion in the public lands system.

* Fire dangers have increased on public lands as a
result of adjacent population growth in recreational
subdivisions.

® Adjacent recreational subdivisions have increased
opportunities for unrestricted access onto public
lands, making environmental management difficult.

® Other impacts on public lands have included in-
creased litter and roadside garbage dumping, in-
creased traffic, increased hunting pressures, and
overuse of some public recreational facilities.

ECONOMIC IMPACTS
1. Recreational land development can stimulate local
economies through increased tax revenues and developer



and consumer spending. Like environmental impacts, * Fiscal impacts may become negative if substantial

however, the net outcome varies from case to case permanent occupancy by families with school age
depending on a wide range of factors, including: children occurs in recreational subdivisions.
¢ The characteristics of the local economy such as * Negative fiscal impacts can also occur if develop-
its size, economic diversification, and taxation ‘ment necessitates any major, unexpected capital
policies. expenditures by local governments, such as im-

proving an access road to a project, or expanding a
sewage treatment plant to facilitate a new recrea-
tional subdivision.

¢ The characteristics of the project including its size,
level of improvements, extent of recreational ameni-

ties, and the market prices of lots and homes.
* Fiscal impacts can also become negative when

recreational subdivisions (especially remote ones)
are only sparcely populated, and the costs of
* The level of sophistication of planning and fiscal providing public services over long distances to a few
management practiced by local governments. residences exceeds the total tax revenues generated
' by these projects.

* The extent of home construction and permanent
occupancy which occurs in the project.

2. Net fiscal impacts on local government are positive
in the early life of most projects. The increases in tax
revenues generated by development usually exceed the
increased costs of providing public services during the ¢ Standard facilities requirements (commonly used
initial years, for several reasons. with conventional subdivisions) for roads, water
supply, and sewage disposal systems have usually
been successful in reducing subsequent public invest-

4. Communities have tried to reduce negative fiscal
impacts by various methods.

* Most recreational subdivisions have few homes
built in them to date, and therefore have yet to make
major public service demands on local governments. ments for such facilities.

¢ Some communities have encouraged privately
owned and maintained facilities (usually by property
owners associations) rather than accepting public
responsibility for future maintenance and operation.
This approach can lead to problems, however, if
property owners associations collapse and local
government has to step in.

» While second homes are taxed at the same rates
as first homes, the large majority of second homes
are still seasonally occupied, and therefore place
few burdens on local public school systems, which
generally consume as'much as half or more of local
tax revenues.

* Because some local governments either ignore
many of the service demands of second home owners,
or do not have the capacity to provide them, many
recreational subdivisions go without the services
which would normally be expected in suburban
developments of similar size and density. to enforce.

5. The impacts of recreational land development on the
private economic sector can be both positive and negative.

¢ A few communities have tried to avoid certain
public service costs by restricting permanent occu-
pancy, but experience to date indicates that this
approach is administratively impractical and difficult

3. Over time, negative fiscal impacts can result from
recreational land development if public service demands or
major capital expenditures necessitated by these projects * A major benefit is the increase in community
outstrip the tax revenues they generate. income which occurs to the extent that expenditures

Second home construction can be an important source of employment for local contractors and builders.




made by developers and property owners are made
in the local economy. Studies have shown that
between one-third and three-fourths of total develop-
ment and user expenditures may accrue to the local
area, depending primarily on the levels of project
improvements and amenities, the extent of home
construction and occupancy, and the availability of
goods and services in the local community. Unim-
proved subdivisions generate relatively little com-
munity income compared to improved second home
projects and resort communities since development
activity, home construction, and occupancy are
minimal.

¢ New job opportunities may also be created, either
directly in the construction and operation of projects,
or indirectly in local businesses serving projects and
their residents. At the same time, some old jobs,
usually agriculturally related, may be displaced.

¢ In some communities, the creation of new jobs
from recreational land development has attracted
job seekers from outside the local area, creating com-
petition for the new jobs which are available, and also
generating secondary population growth for which
public services must be provided by local govern-
ment.

* Recreational land development has created
markets for the sale of marginal farm, grazing, and
timber lands in many parts of the country. On the
other hand (although not well documented), develop-
ment has caused upward pressures on land values,
housing costs, and tax assessments pricing some
native rural families out of farming and local housing
markets.

SOCIAL IMPACTS

1. As home construction and occupancy in recreational
subdivisions occurs, traditional rural cultures and life-
styles change. Service oriented tourist economies begin
to replace agricultural economies as subdivisions and
second homes replace farms and woodlands. These social
changes are accentuated by the fact that the newcomers
are generally urbanites with attitudes and lifestyles which
are in marked contrast to those found in most rural com-
munities. Local attitudes toward these social changes vary
widely.

* Some local residents view recreational land de-
velopment and its resulting population growth as a
cultural as well as an economic asset. They welcome
the stimulus of change—the influx of new people
with lifestyles and attitudes different from their own.

® Others regret the gradual erosion of traditional
rural culture, but accept it as the inevitable price of
economic growth.

* Still others consider recreational land development
a form of exploitation and colonization by a wealthier
urban class. In some parts of the country where
second home development has been extensive, local
residents strongly resent the countryside becoming
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a vacation suburb for middle-income families from
the cities.

2. Other social impacts which have concerned local
residents are increased crowding and traffic, increased
crime, and restricted access to public recreational
facilities.

3. Recreational property owners may become important
political forces in rural communities, depending largely
upon their occupancy patterns.

® Families using their second homes seasonally
seldom become involved in local community affairs.
Second home developments have been called ‘‘com-
munities of limited liability”’ where residents come
to rest and relax, taking little interest in local rural
problems which do not directly affect them.

‘¢ When recreational land development results in
permanent population growth, the political effects
can be substantial in sparcely populated rural areas.
The tendency for these newcomers to take an active
part in local affairs is accentuated by the fact that
they generally have higher educations, higher in-
comes, and more free time.

4. Many second homeowners share a common attitude
referred to by some as the ‘' gangplank syndrome.” Having
moved to an area to enjoy its natural beauty and rural
atmosphere, they are anxious to keep it that way, and
close the door on further growth. In rural communities
adverse to more recreational development, these
individuals have often been instrumental in shaping local
growth policies. In other cases, especially where local
residents still wish to capitalize on land development, this
“we've got ours” attitude to some second home owners is
deeply resented.

5. Consumer victimization in recreational land sales has
been a serious national issue for over 10 years, and it
remains an important social issue today. Thousands of
consumers have been the victims of high-pressure sales
tactics, deceptive and fraudulent advertising practices,

and broken promises.

¢ Consumer victimization has been far more wide-
spread and serious in the unimproved lot sales
business than in other sectors of this industry.

* During 1973 at the peak of the recreational land
development boom, OILSR received 1,500 letters
per month from consumers, over half of which were
complaints against land sales firms. Most consumers
complained about the failure of developers to deliver
on promised improvments, deceptive sales practices,
and the poor investment potential of the property.

e Many recreational lot buyers have been dissatis-
fied with their purchases. Some surveys have report.
ed that as many as half of the responding lot buyers
were disappointed. '

¢ The investment potential of many unimproved
recreational lots has been poor, partly due to the fact
that the original lot prices were so inflated with sales
and promotion costs. Resale experiences have been



dismal for many consumers, and some have failed
even to recoup their original investments.

REGULATION OF DEVELOPMENT

1. The major responsibility for controlling the location
and substantive quality of recreational land development
rests with local governments, but on the whole, they have
not been effective in exercising this responsibility.

* Recreational land development pressures have
been the greatest in rural areas where local land use
controls have historically been the weakest.

¢ Many local governments had no zoning or sub-
division regulations at all when the recreational land
development boom hit in the mid-1960s. Conse-
quently, hundreds of recreational subdivisions have
been platted and sold across the country without
being subject to any public development standards
or review.

* Most local land use controls in rural communities
were never designed to regulate large scale develop-
ment, and are inadequate to do the job.

* Administration and enforcement of land use
controls in remote rural areas are often weak. Pro-
fessional staff are scarce and budgets are small.

¢ Many local communities failed to anticipate the
scale or density of encroaching recreational land
development until too late to respond effectively to
it. Others have resisted land use controls until de-
velopment impacts have reached crisis proportions
forcing them into action.

2. Recreational land development is not a phenomenon
requiring a totally new regulatory approach. Traditional
land use control techniques commonly used in urbanized
areas have been successful in preventing the major nega-
tive environmental and economic impacts of recreational
land development, although they will not necessarily
induce high quality developments designed with sensi-
tivity to their environment.

¢ The major negative impacts of recreational land
development on local communities have resulted
primarily from the total lack or inadequacy of local
land development regulations, as well as poor ad-
ministration.

¢ In communities which have regulated develop-
ment, conventional techniques such as zoning,
ordinances, subdivision regulations, facilities re-
quirements, and building and health codes have
proven adequate tools for preventing most negative
environmental and economic impacts.

¢ Local development regulations have not, however,
been effective in resolving conflicts over location
between recreational land development and critical
environmental areas of greater than local concern.
Protecting natural resources such as coastal wet-
lands from development impacts has generally re-
quired state or federal initiatives.

3. Most communities have applied the same develop-

ment standards to recreational subdivisions and second
homes as they have to permanent home developments,
although some communities have granted variances from
improvement standards for streets, curbs and gutter,
storm drainage systems, sidewalks, and street lighting.
Standards affecting public health more directly (e.g.,
water suply and sewage disposal requirements) have not
been as frequently modified, although enforcement
practices vary widely.

4, Many recreational lots and second homes existed
before local regulations were adopted and do not meet
current development and construction standards. Govern-
ment’s response to the development and use of these
properties has varied.

* In most cases, home construction on substandard
recreational lots has been permitted without ad-
herence to current standards.

® In other cases, compromises have been made,
usually for side-yard and setback requirements.
Health codes regulating water supply and sewage
disposal systems have been compromised less often,
making many small recreational lots essentially un-
buildable.

®* Few rural communities have any regulations
requiring second homes to meet current code require-
ments when they are converted to permanent use.

5. State governments have strengthened their role in
land use controls in recent years, affecting recreational
land development in two ways.

* A few states have passed laws requiring local
governments to adopt land use and development
regulations, often with provisions for state interven-
tion if local governments fail to act (e.g., California
and Oregon). Also, some states, such as Vermont,
Maine, and Florida have set up their own review and
approval procedures for certain developments,
which have included recreational land developments.
Both of these approaches have helped to close the
gaps in local regulations which have allowed develop-
ment to go unchecked in many parts of the country.

* Emerging state laws aimed at protecting wetlands,
coastal zones, shorelines, mountains, scenic rivers,
floodplains, and other critical environmental areas
are helping to protect environmentally sensitive
lands which are often under heavy development
pressure from recreational subdivisions and second
homes. Such legislation reduces the area in which
recreational land development can operate without
public scrutiny, and helps to protect remaining
natural areas which recreational subdivisions could
preempt or despoil.

6. This emerging body of state land use and critical area
legislation has set important precedents and resulted in
better recreational land development in some areas. But
state programs vary considerably. Many contain adminis-
trative loopholes, minimal standards, and weak enforce-
ment provisions. In short, the expanded state role in land
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use controls is still too new to offer any national panacea
for inadequacies at the local level. The bulk of the respon-
sibility for regulating the quality of recreational land
development still rests in the hands of local government.

7. Over 40 states have some form of consumer pro-
tection legislation regulating land sales. Their quality
varies widely from state to state, and only a few fe.g.,
California, New York, and Michigan) are considered tough
enough to offer consumers any significant protection. In
many states these laws often hinder good recreational land
developers, add to the cost of land and housing, and yet
allow many unscrupulous firms to continue operating.

8. The federal response to recreational land develop-

" ment has been essentially restricted to the field of

consumer protection through disclosure, primarily

through the Interstate Land Sales Full Disclosure Act
administered by HUD.

¢ Federal (and state) land sales laws have been un-
able to wipe out consumer victimization. They have
relied almost exclusively on the full disclosure
technique, which has no direct effect on the quality
of the product itself, and puts the burden on con-
sumers to read and evaluate detailed property re-

ports presented by developers. Many consumers do
not bother to read this information, and many of
those who do cannot understand it.

* The marketing and advertising practices of land
sales firms' are extremely persuasive and difficult
to regulate and police.  This is especially true of
the verbal claims made by salesmen.

¢ Existing land sales laws have created an illusion
of widespread consumer protection, when in fact,
consumer victimization continues to be a problem.
Some consumers still think a property report is a
federal certification of a project.

® Federal (and state) agencies administering land
sales laws have not had the staff and budget re-
sources necessary to get the job done.

9. Beyond consumer protection, the federal govern-
ment’s effect on recreational land development has been
limited and indirect. Some federal laws such as the
National Environmental Policy Act, the Coastal Zone
Management Act, and the Water Pollution Control Act
could have important influences on development in the
future, depending on how they are further interpreted,
administered, and enforced.

RECOMMENDATIONS

The issues raised by recreational land development are
as broad and varied as the subject of urbanization itself.
Most of these issues have already been dealt with in
urbanized areas, and their solutions may usually be found
in the application of existing methods and techniques for
regulating the quality, location, quantity and timing of
land development. Controlling these wvariables will
encourage good recreational land development of lasting
value, while helping communities avoid the negative
impacts which many have already experienced.

The key ingredients of development quality are the
adequacy of basic site improvements such as water and
sewer systems, roads and drainage systems, site design,
and construction standards. Adequate project facilities
lessen the extent of environmental impacts as well as the
potential for negative fiscal impacts on local governments.
Construction of adequate project facilities also provides a
greater stimulous to the local economy. Adequate
development standards will drastically reduce premature
recreational subdivisions. Controlling development
quality is also the surest form of consumer protection.
Simply informing consumers of product deficiencies has
proven inadequate as a means of protection. Only through
assurances that the products themselves are fit will con-
sumers be truely protected.
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The location of new recreational land development must
also be carefully evaluated to prevent the loss of unique
environmental areas which should be preserved in their
natural state. To avoid environmental damage, sites must
be chosen which have the natural capacity to support
development at the intensity proposed. Present and future
public service delivery costs are alse a function of site
locations. And choosing appropriate development sites
can further protect consumers from such things as
flooding and other natural hazards, as well as assuring
them of buildable homesites.

Regulating the quantity and timing of development
provides a further means of avoiding negative impacts.
The scale of development {measured in dwelling units or
projected population) should be sensitive to the resource
capabilities of the land to avoid overloading natural
systems such as the groundwater supply, and the timing
of large projects should be in phase with local govern-
ment’s ability to provide public services and capital
improvements.

The following recommendations focus on the major roles
and responsibilities of different levels of government in
regulating recreational land development. For some juris-
dications, new development pressures may only require
modification of existing regulations, but for many others



where few or inadequate development controls are in
effect, major efforts will be necessary including the hiring
of professional staff to plan for growth and administer the
hecessary controls. Some of the costs of regulating
recreational land development will be passed on to recrea-
tional property buyers themselves. Others will inevitably
be shared by the general public. These costs of managing
growth, however, should far outweigh the negative con-
sequences of uncontrolled recreational land development.

LOCAL GOVERNMENTS

In most states, local governments still have the bulk of
the authority for regulating land use, but many of them
have not fully exercised their responsibility to do so.

1. Local governments in rural areas which do not yet
regulate land development should move quickly to draft
land development regulations, accepting the experiences
of others without waiting for a local crisis to occur.

® They should establish on-going planning processes
to guide the orderly growth of their communities,
designating areas most suitable for recreational sub-
divisions and areas worthy of preservation due to
their natural, scientific, historical, or archaeological
significance.

¢ The land use controls adopted should reflect the
best emerging techniques from urban and suburban
development experience including planned unit
development and site plan review procedures, en-
vironmental and fiscal impact analysis, and environ-
mental performance controls.

¢ Sensitive environmental areas such as hillsides,
wetlands, and shorelines should be governed by
regulations designed to minimize environmental
impacts during and after construction. These regula-
tions should prescribe performance standards and
preventive techniques governing such things as
erosion and runoff control, removal of vegetation,
density reductions on excessive slopes, and buffer
zones and setback requirements for lakes, streams,
and other water bodies.

® Cluster techniques should be encouraged or re-
guired in sensitive environmental areas permitting
‘substantial portions of development sites to be left
in undisturbed, natural open space. ’

* Development proposals should be carefully re-
viewed to ensure that projects do not block or inhibit
access to public recreational areas and public lands.

2. Where development regulations already exist, they
should be carefully reviewed to determine their adequacy
to deal with large scale recreational projects. Obsolete
ordinances should be amended or redrafted. Loopholes
which permit subdivisions to be created without being
officially reviewed and approved (such as through suc-
cessive lot splitting) should be closed.

3. Standards for recreational land development should
be appropriate for.the scale and density of that develop-
ment, and the natural carrying capacities of the site. In

essence this means that recreational subdivisions and
second homes should adhere to the same generally
accepted development standards required for conventional
first home subdivisions of similar scale and density.

* Septic tanks should not be considered acceptable
as a permanent means of sewage disposal in high
density subdivisions. Where central sewer systems
are not feasibile, density limits should be set low
enough to guarantee that septic tanks pose no
threat to ground or surface water quality. (Actual
density standards will vary from place to place de-
pending on soil suitability, ground water conditions,
etc.)

® Where septic tanks are permitted, evidence of
adequate site capability (lot size/soil conditions)
should be provided on a lot-by-lot basis to prevent
the platting of any unbuildable lots.

* Separation requirements between private wells and
septic tanks should not be compromised. Rural
health codes should be reviewed for their adequacy
to deal with large scale, high density subdivisions.
Health code enforcment (which is extremely lax in
some rural areas) should be stepped up with routine
inspections of development sites.

® Project facilities (e.g., water supply and sewage
disposal systems) should be designed to accom-
modate peak loads at full occupancy. Even though
most. second homes are only occupied on a seasonal
basis, projects can be fully occupied during peak
recreational seasons, and facilities must have the
capacity to service them during these periods of peak
demand.

® Variances, if granted, from conventional design
standards (for such improvements as roads and
drainage systems) should be based solely on sound
engineering design and environmental performance
criteria depending on the density and scale of the
project and the natural characteristics of the site.
Development standards should not be reduced on the
grounds that project facilities will be privately owned
and maintained by the developer or a property
owners association.

®* Variances from other conventional subdivision
improvement requirements (e.g., street lighting,
sidewalks, curbs and gutters) may be appropriate
at' low densities to reduce development costs and
maintain rural character. Decisions on such vari-
ances, however, should also be based on performance
criteria and the needs of project residents, and may
be equally appropriate for first home developments
under similar conditions.

4. Local governments should take steps to ensure that
basic site improvements are in place when they are needed
by the residents.

* Governments should plan for and approve recrea-
tional land development on the assumption that full
buildout and permanent occupancy may occur over
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time, rather than permitting the subdivision of unim-

proved land on the assumption that no one will ever

live in these projects.

* Experience has shown that the safest procedure to
ensure the installation of facilities when needed is to
require initial installation by the developer. Where
buildout is predicted to occur over many years, pro-
jects should be developed in phases. Using building
and occupancy permits, local officials should restrict
home construction to development phases in which
adequate facilities are being installed.

¢ In lieu of initial installation, local governments
should require developers to provide adequate finan-
cial guarantees that the facilities will, in fact, be
installed as needed, using such devices as perfor-
mance bonds or escrow accounts. If facilities are not
installed initially or guaranteed by the developer,
local governments may ultimately have to accept
responsibility for providing these improvements.
While this responsibility can legally be placed on
individual property owners or their associations
through clauses in deeds, such clauses may be im-
practical or even impossible to enforce when the
facilities are actually needed.

* No subdivision plat should be approved, building
permit issued, or lot sold until after the existence of
a water supply adequate to support full buildout and
permanent occupancy has been certified. The ade-
quacy of proposed sewage disposal methods should
also be certified before any subdivision plat is
approved.

* Wherever possible, local governments should
guide the location of development into areas where

Local land development regulations should include controls designed to minimize environmental damage due to erosion and runoff from bare construction
sites, especially on steep terrain.

they have the existing or planned capacity to provide
the necessary public services.

5. Steps should also be taken to reduce environmental

problems in existing recreational subdivisions.

* Governments should take immediate steps in
vacant or partially developed subdivisions to control
erosion and runoff from substandard road beds and
cleared construction sites.

¢ In communities where substandard recreational
lots predate local subdivision regulations, the
issuance of building permits should be contingent
upon full compliance with current water supply and
sewage disposal requirements. Unfortunately, such a
policy will leave some recreational lot owners with
unbuildable homesites unless central water and
sewage systems are installed.

* In communities where a substantial number of
vacant recreational subdivisions already exist,
further development plans should be closely
monitored to alert local officials to the need for public
facilities and services well before the actual need
arises.

* Monitoring programs should be set up to routinely
check the performance of septic tanks in existing
projects.

6. Local governments should take steps to ensure that
recreational land development is an economic asset rather
than a liability to their communities.

e Local governments should study the fiscal conse-
quences of proposed projects, using this information
to negotiate project plans with developers (e.g.,



dwelling unit mix, bedrooms and floor areas per
dwelling unit, etc.). Fiscal information can also be
used to plan for future capital improvements to meet
public service demands as they arise. Where develop-
ment pressures overtax the capacity of local govern-
ment to undertake the necessary studies, application
fees should be used to cover the costs of obtaining
outside technical assistance.

¢ Development regulations should require project
facilities to meet all current standards for public
dedication when initially constructed or else require
that they be brought up to public standards at the
property owner’s expense before dedication is
accepted.

¢ Project approvals can incorporate conditions
which ensure that whenever major associated public
improvements are required by development (such as
improving an access road to a remote subdivision),
the developer will be assessed fees covering these
costs to the extent that such improvements are
directly necessitated by the project.

¢ Local officials should encourage developers to
establish spending and hiring policies in favor of the
local economy to the extent feasible.

STATE GOVERNMENTS

State governments have two important roles to play in
regulating recreational land development. First, they
should assist in the strengthening of planning and land
use controls at the local level, and see that gaps in local
regulations are, in fact, closed. It is unrealistic to expect
all rural governments to develop adequate regulatory
systems without outside assistance, and in some cases

some prodding. Many local governments do not have
adequate staff to plan for and regulate large scale land
development, nor the financial resources necessary to hire
these skills. There is also strong political resistance to land
use planning and controls in many rural areas.

Second, state governments should initiate controls over
critical environmental areas of greater than local concern.
Because many of these areas span more than one local
jurisdiction, and because regional and state interests in
the use of these lands may conflict with local interests,
local regulations alone are not adequate to protect many
critical areas.

1. State governments should enact legislation man-
dating local governments to adopt the necessary or-
dinances to plan for and regulate land use within their
jurisdictions.

» Local land use regulations should be required to

-meet minimum statewide standards for project
design and review procedures. State agencies should
be designated to intervene in the review and approval
process where local governments fail to act within
specified time periods. ’

¢ Adequate technical and financial assistance should
be made available by states to local governments
which do not have the necessary resources to plan
and regulate development on their own.

¢ Where regional planning agencies and Loecal De-
velopment Districts (in the Appalachian States)
exist, states should take full advantage of these
existing staff resources in providing technical plan-
ning assistance to local governments.

Development regulations which do not require that adequate utility and road improvements to be installed or guaranteed in recreational subdivisions can
result in future economic problems for local governments and property owners.




2. In addition to strengthening local planning and land
use controls, state governments should enact stronger
legislation protecting critical environmental areas
including wetlands, shorelines, coastlines, mountains, and
other environmentally fragile lands.

¢ Statewide land use plans should identify areas
suitable and unsuitable for recreational land develop-
ment, including criteria for guiding the location of
development. These guidelines should be designed to
avoid conflicts between development and prime
agricultural lands, critical environmental areas, and
lands needed for the expansion of public recreational
facilities such as state parks.

» Priorities for designating critical environmental
areas should take into account existing or potential

- development pressures to ensure that critical areas
are not preempted by subdivisions.

* Environmental impact statement procedures
should be applied to private developments in critical
environmental areas.

¢ States should set up ongoing data systems which
monitor trends in both rural land subdivision activity
and second home construction.

3. Existing state policies and programs for acquiring
public lands such as parks, recreational areas, and wildlife
refuges should be reviewed in light of shifting recreational
land development pressures.

e Priorities for such programs should be adjusted
and implementation speeded up as necessary to pre-
vent the preemption of areas which, due to their
location and natural features, would better serve the
recreation needs of the general public. The recent
economic slowdown in the recreational properties
market offers some excellent opportunities to acquire
natural areas for preservation and public use at re-
duced costs. ‘

¢ The accessibility to existing public recreational
areas such as lakeshores and coastlines should be
reviewed and the necessary steps taken (e.g., acquis-
ition, easement) to guarantee that public access into
these areas is not restricted or hindered by private
development.

4. State governments should strengthen existing land
sales legislation in order to improve consumer protection.

* State land sales laws should be amended where
necessary to prohbit the advertising or sale of any
lot or dwelling unit until financial guarantees (e.g.,
performance bonds, escrow funds) are in force en-
suring that promised improvements and facilities will
be constructed.

¢ Cooling off periods in which consumers may re-
- consider sales terms should be extended to 14 days.

* Developers should be required to substantiate -
claims of resale land values or be restricted from
making them. Developers should also be required to
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disclose the success records of any resale programs
which they operate.

FEDERAL GOVERNMENT

The federal government has several important roles to
play in encouraging high quality recreational land
development, including providing financial incentives and
assistance for state and local land use planning and critical
area protection, and strengthening consumer protection
measures.

1. The federal government should provide a major
impetus in strenthening state and local planning and
development controls.

® The federal government should take full advantage
of its existing legislative mandates (e.g., HUD 701
programs, Section 208 planning requirements,
coastal zone management, etc.) to encourage ade-
quate land management through existing federal
funding programs to state and local agencies.

* Congress should enact additional legislation as
needed to provide financial aid to state and local
governments for land use planning and management,

2. Steps should be taken by the federal government to
reduce the negative impacts and management conflicts
between public lands and recreational development on
adjacent private lands.

* Any future federal land use legislation should
include provisions requiring the coordination of land
use plans and development controls between federal
agencies managing public lands (e.g., the U.S.
Forest Service, the National Park Service) and
state and local units of government with authority
over adjacent private lands.

® Federal agencies managing public lands should be
more discriminating in their granting of special use
permits and land trades with private developers,
considering the full range of potential impacts of
private development on public lands.

3. Federal policies and programs for open space pro-
tection and public acquisition should be reviewed and
adjusted in light of existing and potential land develop-
ment pressures to avoid the preemption of lands needed to
meet the recreational needs of the general public in the
years to come.

4. The federal government should take further steps to
strengthen existing consumer protection legislation in
land sales.

¢ Regulations enforced by HUD's Office of Interstate
Land Sales Registration under the Interstate Land
Sales Full Disclosure Act should be amended to include
the provisions recommended above for strengthing state
land sales laws.

¢ In addition to the further tightening of advertising
regulations administered by OILSR, the Federal Trade
Commission should more aggressively exercise its  full
authority to prosecute unscrupulous land sales firms
which persist in making false and misleading ad-
vertising claims.



CHAPTER 2

A NATIONAL OVERVIEW OF RECREATIONAL LAND DEVELOPMENT

The private ownership of land and housing
purely for recreational use had long been a luxury
restricted to the wealthy until during the 1950s and
increasingly in the 1960s when a number of factors
came into play which brought the ownership of rec-
reational property within reach of a massive middle
income market. Increasingly higher levels of dis-
posable income, increasing amounts of vacation and
leisure time, improved mobility through better high-
ways (especially the Interstate Highway System) and
widespread automobile ownership, nationwide adver-
tising campaigns, and high-pressure sales techni-
ques all were major factors in creating an unprece-
dented recreational land development boom during
the late 1960s and extending through 1973 when hard
hit by economic recession. {The country experienced
a similar but smaller land sales boom during the

1920s in Florida and to a lesser extent in Califor-

nia .)

Prior to the 1960s, most recreational property

occurred as individually scattered lots and second
homes, but today's recreational land development is
almost synonymous with large-scale subdivisions sim-
ilar in design to most conventional.suburban subdi-
visions, although typically with fewer improvements
and facilities. 1In spite of its "recreational” la-
bel, much of this property has been marketed to con-
sumers interested in speculative investments rather
than vacation or permanent homesites.

This chapter presents a guantitative overview
of recreaticonal land development in the U.S.--the
extent of development, its location,rate of growth,
physical characteristics, and how this property is
being used. It also includes a brief discussion of
the industry itself, and the factors which caused
the growth of the recreational properties market
and will shape its futﬁre. The chapter is divided
into two sections, one focusing on the land (recre-
ational lots); the other focusing on the housing
{second homes). Wherever possible the data pre-
sented here are related to the three project types
defined in Chapter 1 (upimproved recreational sub-

divisions, improved second home projects, and re-
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sort communities). However, since no previous at-
tempt has been made to classify recreational land
development by project types, much of this discus-

sion must focus on the industry as a whole.

National Stock of Recreaticnal Lots

The best available data indicate that there are
at least 10 million subdivided recreational lots in
the U.S. today, and possibly many more. This figure

is based on several estimates. For example, since
its formation in 1969, developers have registered
3,900 recreational subdivisions with HUD's Office
of Interstate Land Sales Registration (CILSR}, ac-
counting for 3,375,821 recreational lots covering
7,146,229 acres of land as of January, 1974.1 Lots
registered with OILSR account for only a fraction
of the total recreational loté in the country since
a substantial amount of subdivision activity oc-
curred prior to 1969. OILSR officials estimate that
only about 40 per cent of the current recreational
subdivisions subject to the Interstate Land Sales
Full Disclosure Act have been registered.? Compar-
isons of OILSR data with a recent study in Utah

show that OILSR filings represent only 14 per cent
of the projects and 24 per cent of the recreational
lots in that state.3 ‘

According to estimates derived from a sample
survey of 7,190 U.S. households conducted for this
study, some 2.3 million families own a recreational
lot.4 If lots sold account for only one-third to
one~half of all the lots subdivided, as some indus-—
try surveys indicate, the total number subdivided

would amount to between 4.5 and 7 million lots.>

Another estimate can be derived from industry
data. A 1973 survey conducted by the American Land
Development Association (ALDA) reported that the

responding recreational land development companies

~had subdivided an average of over 2,400 lots each.®

ALDA estimates that there were approximately 10,000
recreatiocnal land sales and development firms.in the
country in 1973.7 If each had subdivided 2,000 lots,

the total national stock of recreational lots would



Pigure 1. Selected State Growth Trends in Recreational Land Development
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Sources: Utah—Cumulative totals of lots in recreational subdivisions since 1962, as determined
by the Utah Real Estate Division. Workman, John P., Donald W. MacPherson, Darwin B. Niel-
sen, James J. Kennady, A Taxpayer's Problem-Recreational Subdivisions in Utah. (Logan: Utah

State University Press, 1973).

California-Cumulative totals of acres in "land projects" registered with the California De-
partment of Real Estate since the fiscal year 1968-69. California law defines "land projects”

as subdivisions of 50 or more parcels in lightly populated areas (less than 1,500 registered
voters within two miles of the project}. Obtained through correspondence with Raymond M.
Dabler, Assistant Commissioner, State of California Department of Real Estate.

Washington-Interagency Committee for Outdoor Recreation, Second Homes in Washington, Summary
Report. (Pullman: Cooperative Extension Service, College of Agriculture, Washington State

University, 1971).

Florida-Cumulative totals of lots in unimproved and improved subdivisions registered with

the Division of Florida Land Sales since 1967. Florida law defines "unimproved acreage" as
land with no improvement whatsoever, including land which may be under water and inaccessible
except by plane or boat.. "Improved Acreage" refers to land which has roads traversable by
conventional automobile, and drainage. Obtained through correspondence with William E.
Sanborn, Investigator, State of Florida Department of Business Regulation, Division of Florida

Land Sales.
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exceed 20 million. This estimate is probably much
too high since respondents to the ALDA survey did
not represent many of the very smallest firms in the
industry.

Finally, as early as 1966 there were over 14
million vacant, single family lots in the U.S. ac-
cording to the 1967 Census of Governments.® Al-
though the Census did not distinguish between recre-
ational lots and primary home lots, it did report
that half %he vacant lots were outside of Standard
Metropolitan Statistical Areas.

The extent of recreational land development
seems proportionately much greater when viewed from
a local rather than a national perspective. In many
counties and even some states, there have already
been enough recreational lots subdivided to accommo-
date more than double the existing permanent popu-
lation. For example, in 1971 Nevada County, Cali-
fornia, had enough recreational lots to house three
times its existing population. 9 wWhile the popula-
tion of Box Elder County, Utah declined by 940 be-
tween 1962 and 1972, more than 58,000 acres of land
in the county were subdivided into recreational lots
during the same period.lO In 1972, Summit County,
Colorado, with a population of 3,743, had almost
twice as many recreational lots as existing resi-
dents.1l And a recent study from Arizona reports
that there were enough vacant .lots in remote sub-
divisions in the unincorporated areas of that state
to accommodate more than double its 1974 popula—

tion.1?

Number of Recreational Lots Subdivided Annually

Recréational land development activity was
heaviest during the late 1960s and early 1970s.
Data on lot sales trends are not available on a na-
tional basis, however, it appears that development
activity grew steadily during this period. In an-
nual membership surveys conducted by the National
Association of Real Estate Boards, an average of
83.5 per cent of the respondents stated that the
volume of transfers of recreational land were the
same or higher every year between 1963 and 1972.13
In 1971, the year which some observers consider
near the peak of the recreational land boom, ALDA
estimated that some 650,000 recreational lots were
sold.14 Figure 1 presents four selected state ex-

amples of recent trends showing cumulative growth
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in recreational lots over time. (These data do not
reflect the recent slump in the recreational land

market.)

National Distribution of Recreational Lots

The distribuéion of recreational subdivisions
is highly concentrated in several states as shown
in Figure 2. Ten states contained nearly two-thirds
{65 per cent) of all recreational subdivisions filed
with OILSR as of January, 1974 (Florida, Texas, Ari-
zona, California, Coleorado, Missouri, Pennsylvania,
North Carolina, Virginia, and Michigan). Only North
Dakota and Rhode Island had no recreational subdi-
visions registered with QILSR.15

The distribution of recreational lots is more
highly concentrated than subdivisions, since recre-
ational subdivisions in the South and Southwest tend
to be larger than those in other parts of the coun-
try. Florida and Texas contain only one-fourth (26
per cent) of all recreationél'subdivisions filed
with OILSR, but contain nearly half (48 per cent) of
all recreational lots filed. Seven states (Florida,
Texas, New Mexico, Arizona, California, Colorado,
and Pennsylvania) contain three~fourths (75.3 per
cent] of all recreational lots filed with OILSR (as

shown in Figure 3), accounting for 82.3 per cent of

Figure 3: Distribution of Recreational Lots

Registered with OILSR, January, 1974

Texas 217

Florida 27%

Remainder of U.S;
24,77

Source: U.S. Department of Housing and Urban De-
velopment, Office of Interstate Land-Sales
Registration, Unpublished material obtained
from the files, January, 1974.



Table 1. Size of Recreational Lots Reported by
Respondents in ALDA Surveys, 1972 and 1973

Per Cent of Lots
Size of Lots

1972 1973

Less than 1/4 acre 16.5 26.0
1/4 to .9 acre 50.5 42.0
1 acre to 4.9 acres 22.2 19.0
5 acres or more 7.5 6.0
Undivided interests 3.3 7.0
100.0 100.0

n = 1,073,554|{n = 798,188

Source: ‘American Land Development Association,
The Land Industry Survey, 1972, and The Land
Industry Survey, 1973, (Washington: American
Land Development Association, 1972, 1973),
n.p.

all the acreage in recreational subdivisions on
file. (Rppendix A presents the number of recrea-
tional lots, subdivisions, and acres filed with

OILSR for each of the 50 states.)

Characteristics of Recreational Land Developments

Lot and Project Sizes. Today's recreational

lots rangé in size from less than one-fourth acre
to five acres or more. Typical lot sizes are one
acre or less as shown by the ALDA survey data in
Table 1. A survey of Urban Land Institute (ULI)
members developing recreational property found that
over half (56.8 per cent) of the lots were less
than one acre; 16 per cent were less than one-fourth
acre; and 17.6 per cent were over five acres.1® a
1967 survey of second homes in northern New England
&4lso reported that over half the lots surveyed were
less than one acre.l?

Recreational subdivisions vary widely in total
size from as few as 20 acres to more than 10,000
acres. Two-thirds of the projects reported in the
ALDA survey were less than 1,000 acres in size while
27 per cent were between 1,000 and 5,000 acres. Cne=
fourth of the projects (26 per cent) were less than
100 a_cres.18 In the ULI survey, almost half (46.2
per cent) of the preojects were 1,000 acres or larger.
The mean project size was 1,970.8 acres, and half
the projects contained 1,000 lots or more.l? The
mean size of the 3,900 projects filed with OILSR

was 1,832 acres, and they contained an average of

865 lots each.Z20

222-878 O - 17 - 3
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Table 2. Average Lot Prices in Recreational Land
Projects Reported by Respondents in Housing

Data Bureau Survey, 19271
Average Price Per Cent of Respondents
Less than $2,000 4.0
$2,000 to $3,999 12.0
$4,000 to $5,999 24.0
$6,000 to $7,999 27.0
$8,000 to §9,999 13.0
$10,000 to $13,999 12.0
$14,000 or more 8.0
100.0
n = 120
Source: Housing Data Bureau, Inc. Recreation

Land and Leisure Housing Report, Vol. 3, No. 8
(May 8, 1972).

Lot Prices. Recreational lot prices vary de-~
pending on their location, the level of physical im-
provements in the project, and the quality and type
of recreational amenities available. Lake and sea=-
side lots are in the greatest demand and command
some of the highest prices. Lots with good views
and lots in highly developed resort communities also
sell for a premium. The ALDA survey reported aver-
age selling prices for recreational lots in 1972 at
$6,548, ranging from a low of $300 to a high of
$125,000.21 A 1971 survey conducted by the Housing
Data Bureau, Inc. found half the lots priced between
$4,000 and $8,000 as shown in Table 2.

Basic Site Improvements. Site improvements

such as water and sewer systems, and roads, vary
from project to project depending on local land use
regulations and the developer's own marketing ‘ob-
jectives. While most recreational subdivisions are
designed at typical suburban densities, the major-
ity do not have suburban levels of improvements.
Data collected on 1,287 recreational projects reg-
istered with OILSR reveal the general status of
site iﬁprovements as shown in Figure 4.

Individual septic tanks are the predominate
means of sewage disposal in recreational subdivi-
sions. Over two-thirds (69.8 per cent) of the sub-
divisions surveyed used septic tanks as the only
means of sewage disposal, while less than 10 per
cent had sewer systems. {Another 8.5 per cent re;
ported plans to install sewer systems in the fu-

ture.) Projects in New England reported septic



Figure 4.

Per Cent of Recreaticnal Land Developments Containing

Selected Site Improvements, Registered with
OILSR, June, 1973

Sewage Disposal Facilities*

Central Sewer System Existing

Central Sewer System Planned

Individual Septic Tanks

Source of Water Supply:

Public or Private Company

Developer or Property Owner's Association

Individual Lot Owner's Responsibility

n = 1,287 projects

Per Cent
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*These categories are not mutually exclusive; some projects contain both central sewer systems and some

septic tanks.

Source:

Missing data in some files account for totals of less than 100 per cent.

U.S. Department of Housing and Urban Development, Office of Interstate Land Sales Registration,

Unpublished material obtained from the files, June, 1973.

tanks most frequently (87.7 per cent), while the
lowest use of septic tanks occurred in the Middle
and South Atlantic states (65.7 and 65.0 per cent
respectively). At the time of filing with OILSR,
less than half the projects had been approved for
septic tanks by a public authority.22

Central water systems were more common than
sewer systems, yet private wells were the only
source of water for recreational lots in almost one-
third (29.6 per cent) of the projects. (Another
5.6 per cent of the projects reported that some un=-
stated portion of their water would be supplied by
private wells.) The use of private wells could be
even higher, since 6.3 per cent of the projects re-
ported that no provisions for water had been made,
leaving the responsibility for water supply up to
each individual lot owner. Private wells were most
common as the sole source of water in New England,
where over half (54.8 per cent)
ported them. In the remaining projects, water was
supplied through some form of central system oper-~
ated by the developer, a private company, or a pub-
lic authority. In only one~third (35.3 per cent) of

the projects had a health authority issued a report

22

on water quality from private wells at the time the
project was filed with OILSR. 23

An indication of road quality can be inferred
from the proportion of projects in which the roads
are to be dedicated to a public authority. Private
roads are usually developed to lower standards than
roads slated for public dedication. In only 18.2
per cent of the projects were the roads accepted for
dedication by a public authority. Another 27.7 per
cent of the projects reported that all roads would
be dedicated to a public authority some time in the
future (subject to public acceptance). In one-third
(32.8 per cent) of the projects no roads had been
dedicated and no plans had been made to ever do so.

No arrangements were made for solid waste col-
lection in 37.5 per cent of the projects filed with
OILSR. In another one-third of the projects (33.9
per cent) garbage collection was available through
private companies.24 In only 6.7 per cent of the
projects was a municipality or public authority
designated as responsiblg for garbage collection.

The mean distance from recreational subdivi-
sions to the nearest fire station was 10.6 miles,

however, the data did not indicate whether or not



the nearest fire station would, in fact, provide

services to a project. In some cases, as with U.S.

Forest Service fire stations, they may not. Pro-
jects were located farther away from health facili-
ties. The national mean distance from recreational
projects to the nearest general hospital was 22
miles.

Data on site improvements are also available
from several industry surveys. Table 3 presents
data on available utilities from two ALDA member-
A 1972 Housing Data

ship surveys. Bureau Survey of

120 recreational land developments reported commun-

ity water systems in two-thirds of them and commun-

ity sewer systems in one-fourth of them. Seventy

per cent of the projects had paved roads.25

Future Maintenance Responsibilities. Respon-

sibilities for the maintenance and upkeep of the
facilities in recreational land developments fall
on various parties, depending on the types of im~

provements and other considerations. Septic tanks
and private wells are the responsibilities of indi-
vidual lot owners. Community water and sewer sys-
tems must be managed and maintained by some other
authority, either by the developers themselves (if
they remain involved in the project) or by a pro-
perty owners' association. In most unimproved rec-
reational subdivisions, developers are involved
during the initial stages of site development and
lot sales. Many developers have sold out within
two vears. In more improved second home and resort
projects, especially where recreational facilities
and housing are included in the initial offering,
developers are likely to remain involved in pro-
jects longer and to carry more maintenance respon-
sibilities during this period.

OILSR filings included information on main-
tenance responsibilities for internal road systems
in recreational subdivisions as follows: a public
authority had accepted responsibility in 20.8 per
cent of the projects: the developer in 26.7 per cent;
a property owhers'association in 20.2 per cent; and
each individual lot owner in 11.7 per cent of the
projects. (Maintenance responsibilities could not
be determined from the data in the remaining 20.6
per cent of the projects.)

Recreational Amenities. Two types of recre-

ational amenities may be found in these projects=--

natural and man-made. The large majority of recre-
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Table 3. Availability of Utilities in Recreaticnal
Land Developments Reported by Respondents
in ALDA Surveys, 1972 and 1973

Per Cent of Projects
Utility
1972 1973
Central Water 49.5 56.0
Central Sewer 28.8 42.0
Electricity 76.0 88.0
Telephone 63.8 80.0
Cable TV 3.3 12.0
Natural Gas 8.3 17.0
Street Lights n.a. 24.0
Septic Tank n.a. 31.0
Trash and Garbage n.a. 45.0
Pickup
Yard Maintenance n.a. 18.0
Paved Streets n.a. 44.Q
n = 487 n = 333

Source: American Land Development Association, The
Land Industry Survey, 1972, and The Land In-
dustry Survey, 1973, (Washington: American
Land Development Association, 1972, 1973),

n.p.

ational subdivisions filed with OILSR contained no
recreational facilities to speak of, as shown in
Table 4. In many cases, of course, the nétural set-
ting may be recreational amenity enough.

Almost all recreational facilities in these
projects are reserved for the exclusive use of the
property owners and their guests. In only 2.8 per
cent of the OILSR projects were all recreational fa-
cilities open to the public, while in 2.6 per cent of
the projects selected recreational facilities were
open to the public.

Improvement Guarantees. In the majority of

cases, the developer is taken at his word that facil-
ities will be installed as promised. Usually, no
formal guarantee is offered that the improvements
will ever be completed.. Developers answering the

ULI survey reported that water systems were guaran-
teed by improvement bonds in 30.3 per cent of the

projects, sewer systems in 22.5 per cent, streets in

28.1 per cent, and recreational improvements in only
26 '

10.7 per cent. Only 1.5 per cent of the 1,287

projects surveyed at OILSR provided any guarantees

that promised facilities would be constructed.27

Use of Recreational lots

Speculation.

bought for one of two reasons--for use as a second

Most recreational lots are

or permanent homesite or for investment. Some rec-

reational lot buyers have both motives in mind, how-



Table 4

Per Cent of Recreational Land Developments With Recreational
Amenities (Summary Results from Five Surveys)

(1) (2) (3) (4) (5)
» Housing
Recreational Amenities OILSR Filings Ca;ifzig;a SiiSZy ULT Survey Bgiz:u
n=1,287 n-361 n=333 n=178 Survey
. n=120
Existing Planned Existing Existing Existing Planned Existing
Golf Course 9.6 8.1 20.5 22 28.1 14.6 39
Club House Facilities 13.4 13.5 24.1 25 24.7 15.2 63
Swimming Pool 16.2 10.8 9.1 45 40.0 21.9 66
Lake or Other Waterfront 18.3 5.9 13.6 47 55.1 8.4 n.a.
Tennis n.a. n.a. n.a. 33 36.5 22.5 54
Horseback Riding n.a. n.a. n.a. 30 34.8 16.9 37*
Marina n.a. n.a. n.a. n.a. n.a. n.a. 32
Skiing Facilities ' n.a. n.a. n.a. 17 23.6 6.7 15

*Riding Stables

Sources: (1) U.S. Department of Housing and Urbhan Development, Office of Interstate Land Sales Registra-
tion, (Unpublished material collected from the files, June, 1973).

(2) California State Department of Real Estate, "Land Project-Type Subdivisions Filed Between
October 1969 and June, 1973," (Unpublished material obtained from the Department, Sacramento,
California, 1973).

(3) American Land Development Association, The Land Industry: 1973, Washington, American Lang
Development Association, 1973, n.p.

(4) "Survey of Recreaticnal Land Developers and Their Projects," (Unpublished survey conducted
for this study by Richard L. Ragatz and the Urban Land Institute, Washington, 1973, n.p.).

(5) Housing Data Bureau, Recreational Land and Leisure Housing Report, Vol. 3, No. 8, May, 1972.
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ever, omne of them is usually the predominate factor
in their purchase decision. Most recreational lots
are currently vacant, awaiting appreciation or home
construction.

In the national survey of 7,190 families con-
ducted for this study, over one-third (38.2 per cent)
of the respondents who owned vacant recreational lots
said they bought them as investments rather than for
use as homesites.28 Other surveys have repcrted dif-
ferent results. As shown in Table 5, almost one-
third of the respondents to a 1972 California Survey
checked "speculative gain" as their reason for pur-
chasing a recreational lot. A 1971 survey of rec-
reational lot buyers in Georgia also reported in-
vestment as the primary reason for buying a recrea-
tional lot--39.4 per cent of all respondents checked
"investment" first.29 1In a survey of recreational
projects in Washington, one-fourthof the developers
said that 60 or more per cent of their buyers pur-
chased recreational lots as investments. Ancther
third (37 per cent) of the respondents said that be-
tween 30 and 60 per cent of their buyers purchased
for investment.30

Speculative lot buying appears to occur more
in unimproved recreational subdivisions than in more
improved projects. In the ULI survey (where improve-
ment levels were higher than reported in the OILSR
data) developers responded that less than one-fifth
(18.3 per cent) of their lot buyers were motivated
primarily by investment opportunities.3l However,
three-fourths (75.6 per cent} of the respondents
listed "investment" as the second most important
factor influencing their customers.

Homesites. Only a small percentage of recrea-
tional lots have been developed as homesites to
date. 1In general, the buildout rate-—-the ratio of
lots with homes on them to the total number of sub-
divided lots in a project--is very low.32 Industry
sources estimate that each year housing starts oc-
cur on approximately two per cent of the recrea-
tional lots sold.33 Another industry observer
states, "At most recreational developments the ratio
of houses built to lots sold is as low as five per

»34 These buildout estimates do not reflect the

cent
efforts in recent yvears of many larger developers
to increase their buildout rates by getting inte
housing construction themselves. During the last

couple of years, lot sales have declined slightly
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Table 5. Reasons for Purchase of Recreational Lots
as Reported by Respondents in Northeasterxn
California Survey, 1972

Reasons for Purchase Per Cent of

< n he Respondents
Speculative gain 31.0
Future recreational use 22.0
Permanent retirement use 12.0
Capital gains 11.0
Occasional retirement site 9.0
Immediate recreational use 9.0
Purchased for estate (heirs) 5.0
Other 1.0
100.0
n = 564

Source: Warren E. Johnston, "Remote Recreational
Subdivisions in Northeastern California" (un-
published material obtained from the author,
Department of Agricultural Economics, Univer-
sity of California, Davis, 1972). e

as a percentage of total sales dollars, while hous-
ing sales by developers have risen.35
Reports on low buildout rates in recreational

subdivisicns come from other sources as well. One

California district attorney stated, "Over the past
ten years in Nevada County (population 26,346), per-
mits have been given to subdividers for the sale of
12,317 lots. Yet only 319 homes were built during
that same time."36 A California study released in
1971, stated:

In 24 recreational subdivisions that include
a total of 107,000 lots, 3,240 homes have
been built since the lots were first offered
for sale in 1960. This is an average build-
out rate of 0.3% per year; it would take 150
years to fill half of the lots if past trends
continue into the future.37

In 1971, the Pennsylvania Vacation Land Developers
Association surveyved buildout rates in 26 Pennsyl-
vania projects which contained 25,000 lots, of

which 18,000 had been sold. The overall buildout

rate was 20.6 per cent. Of the four projects which
were 10 or more years old, 25.6 per cent of the lots
which had been sold had houses on them, producing

an annual buildout rate of 2.5 per cent or less.38
Results from the 1973 ALDA survey showed that
32,151 homes had been constructed on 196,300 lots
sold since the projects had been opened. These
figures produced an overall buildout rate for lots
sold at 16.7 per cent, but did not indicate the an-
nual rate.3? The overall rate was 12.7 per cent

when all of the unsold subdivided lots were in-



cluded. ALDA's 1972 survey reported an overall
buildout rate of only seven per cent .40

Low buildout rates in recreational subdivisions
are caused by several factors., One major cause is
the fact that many lot ownér$ buy for investment
and never intend to use the propert§ in the firét
place. Developers responding to the ULI survey
stated that the buildout was low most often because
"the buyer only bought for investment purposes.”
The next most frequent response (29.7 per cent) was
that buyers could not afford to build homes on their
recreational lots.4l Many of the lots are bought
on installment contracts which take as long as 10
years to pay off. Since the title to the land does
not usually transfer to the lot buyer until thevlast
installment is paid, home construction must wait un-
til the buyer finishes paying for the property.

A North Carolina study found that the majority
of lot owners (54.8 per cent) made improvements in
their property within 24 months of purchase.%2 The
report added:

If the property remains vacant more than
three years after acquisition, the prob-
ability of its being converted to resi-
dential use in any.given succeeding year
diminished sharply. Households who are
most likely to improve vacant property
were those who acquired the property for
a permanent residence rather than for
recreation or investment, and households
whose heads were younger, had graduated
from college, and were employed in a pro-
fession.43

Another survey reportéd that only two to five per
cent of the purchasers built on their lots within
two years.44 The Siskiyou County, California sux-~
vey reported that 10.6 per cent of the respondents
intended to build a home on their recreational lot
within three years of the survey. Another 13.7 pex
cent intended to wait nine years or more, and al-
most half (49.8 per cent) stated that they had no
intentions of ever building. Another 10.3 per cent
of the respondents planned to use a mobile home on
their lot, while 6.6 per cent said they would use
their lots for camping.45

Other Uses of Recreational Lots. Some recrea-

tional lots are used for camping. They are either
bought specifically for that purpose, or are used
for camping until the buyer can afford to build a
second home. Here, camping is referred to primar-
ily as tent camping or camping with some form of

recreational vehicle, which includes everything from
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pickup trucks with camping units on the back to
$25,000 motor homes. )

Interest in camping has boomed in recent years.
The U.S. Forest Service estimated that about 40 mil-
lion people went camping in 1971.46 The production
of recreational vehicles (RVs), espgcially motor
homes, has increased dramatically from an estimated
80,300 shipments in 1962 to 747,500 by 1972. (These
included travel trailers, truck campers, camping
trailers, motor homes, and pickup covers.) Motor
home production alone increased 84 per cent, from
57,200 units in 1971 to 116,800 units in 1972.47
The Recreational Vehicle Institute estimates that.
there are nearly 4.5 million RVs now used in the
U.S., costing an average of $8,651 each.

The majority of these RVs and other campers
use the more than half million campgrounds in the
United States today.48 However, some of them use
recreational lots, where temporary shelters such as
tents and RVs are allowed. Over half the developers
responding to the ULI survey, however, did not per-
mit temporary shelters such as mobile homes, recre-
ational vehicles, or tents to be used on recrea-
tional lots. Approximately one-fourth (24.7 per
cent) of the developers permitted the use of recre-
ational vehicles on all lots, and 22.5 per cent per—
mitted tent camping on all lots. In some instances,
recreational vehicles and tents were allowed only
in designated areas (16.3 and 14.6 per cent of the
respondents respectively).49 In almost every case
mobile homes were prohibited more often than recre~
ational wehicles or tents.

In some cases land has been subdivided into
recreational lots specifically designated for camp-~
ing use. Some of these lots are managed in the
form of a club, while others are fee-simple lots
sold for camping only. One club concept is called

the multiple—ownership club. Here, the customer is
offered a share in the membership of a development

which entitles him to visitation rights to any camp-
ing site within the project. Aanother camping club
arrangement is the "exclusive use rights club,” a
nonprofit corporation. Here the club member buys
the rights to the exclusive use of a particular

camp site. Use rights are assigned for each site
on a long-term basis. When some predesignated per-
centage of the sites have been assigned, the devel-

oper may turn the ownership of the entire operation



aver to the cluk. A few recreational subdivisions

sell lots out-right for the express purpose of camp-
ing. These campground "clubs" operate like condo-
miniums. Each member receives fee-simple ownership
of a camping site as well as communal ownership of

common facilities.

National Stock of Second Homes

Dwelling units used as second homes are much
less plentiful than recreatiénal lots. Based on a
survey‘conducted for this study, approximately 3.5
million households owned second homes in 1973, or
5.1 per cent of all U.S. households.30 Of these,
202,290 households mwere estimated to own resort
condominium units.

The U.S. Census reported slightly over 2.1 mil-
lion second homes in 1970 with ne;rly 2.9 million
households reporting second home ownership.51 As-
suming steady growth in second home ownerxship during
the late 1960s, other surveys suggest that the Cen-
sus figures may understate the true figures. A
study done by the University of Michigan Survey Re=-
search Center in 1964 reported 2.35 million house-
holds owning second homes.52 And in a survey con-
ducted byﬂ%he American Telephone and Telegraph Com-
pany, 2.97 million households were reported to own

second homes in 1965.53

Number of Second Homes Built Annually

] Estimates of annual second home construction
range from 75,000 to 250,000 units. The actual fig-
ure was probably around 150,000 units prior to the
economic recession in 1974.

No one keeps records of annual additions to
the nation's second home stock. However, as in the
case of recreational lots, industry estimates are
available. Some estimaées from the early 1960s are
higher than others as recent as 1970. Some 100,000
second homes were reported under construction annu-
ally in the early 1960s.54 In 1969, the National
Association of Home Builders (NAHB) estimated that
130,000 second homes were built that year.55 1In
1972, NAHB estimated that 95,000 second homes were
constructed. 36

Nationally, second homes account for approxi-
mately 3.1 per cent of the total U.S. housing stock
(although these Census figures are considered some-

what 1ow).57 In some rural areas, however, the per-
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centage is considerably higher. In Maine, almost
one-fifth (18.5 per cent) of all housing units are
second homes; in Vermont, 16.5 per cent; and in New
Hampshire, 15.6 per cent. &t the county and town-
ship level second homes can account for even greater
proportions of total housing units. According to
the 1970 Census, second homes accounted for over
half the total housing units in 28 counties, and
over one-third of the dwelling units in 88 coun-
ties.58 7

National Distribution of Second Homes

Second homes are more evenly distributed around
the country than recreational lots, but many of them
are still concentrated in a few subregions as shown
in Figure 5. In 1970, almost one-third (32.6 per
cent) of the second homes in the U.5. were located
in Michigan, New York, Texas, Wisconsin, and Cali-
fornia, in that order. Michigan had the most sec-
ond homes in 1970 with 8.8 per cent of the total na~
tional stock, followed by New York with 8.5 per cent.
Five more states added to these account for half of
the second homes in the country--Pennsylvania, Min-
nesota, Maine, North Carolina, and Missouri. Hawaii
reported the fewest with only 3,053,529 (Appendix B
presents the number of sécond homes by state, as a
percentage of total second homes in the U.S., and as

a percentage of total housing units in each state.

‘Appendix C presents the number of households owning

second homes by statg as a percentage of total
households per state and as a percentage of total
households owning second homes.)

There are no data which indicate what propor-
tion of these second homes are located in recrea-
tional land developments versus on individual, scat-

tered lots outside of subdivisions.

Shifts in the Distribution of Second Homes

Since 1950 the national distribution of second
homes has shifted, with the South showing the larg-
est proportional gains as indicated in Table 6.

The South contained only 16.4 per cent of the na-
tion's second home stock in 1950. By 1970, 29.4
per cent of the nation's second homes were located
in the South.50 Of the 20 states containing the
most second homes in 1950, only six increased their
share of the total by 1970. On the other hand, all
but five of the remaining 30 states showed increases

in their share of the total by 1970.
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Table 6. Distribution of Second Homes in the United States
by Region, 1950, 1960, and 1970
. Per Cent of Total Second Homes in United States
Region - i
1950t 1960° 19703
Northeast 42.7 36.8 26.0
New England 15.6 13.2 10.3
Middle Atlantic 27.1 23.6 15.7
North Central 27.8 27.7 31.1
East North Central 20.8 19.1 19.6
West North Central 7.0 8.6 11.5
South 16.4 22.0 29.4
South Atlantic 8. 11.5 13.4
East South Atlantic 2. 3.5 5.9
West South Atlantic 5. 7.0 10.1
West 13.1 13.5 13.5
Mountain 4. 4.5 5.5
Pacific 8. 9.0 8.0

1
The 1950 count of second homes was derived from the United States Bureau of the
Census category called, "Seasonal Vacant Dwelling Units."

2
The 1960 count of second homes was derived from the United States Bureau of the
Census categories called, "Units Held for Occasional Use" minus those "Vacant for

Migratory Workers," plus.“other Seasonal Vacant Units."

3
The 1970 count of second homes was derived from the United States Bureau of the
Census categories called "Rural Seasonal Vacant” plus "Other Rural Vacant.”

Sources:

United States Department of Commmerce, Bureau of the Census (1) U.S. Census of

Housing, 1970, Detailed Housing Characteristics, U.S. Summary (Washington: Govern-

ment Printing Qffice, 1972), Final Report HC(1l)-B-1, Table 32.

(2) U.S. Census of

Housing, 1960, States and Small Areas, U.S. Summary (Washington: Government Printing

Office, 1963), Final Report HC(l)-1, Table 3.

(3) U.S. Census of Housing: 1950,

U.S. Summary (Washington: Government Printing Office, 1953), Final Report H-Al,

Table 17.

Many second homes predate the recreational lot
boom of the 1960s. The 1967 Census study reported
that almost half (48.4 per cent) of the nation's
second homes were built before 1950. One-fourthwere
built during the 1950s, while the remaining one-
fourth were built in the 1960s. The highest per-
centages of older second homes were reported in the
Northeastern and North Central states.®l (Appendix
D presents shifts in the distribution of second

homes for each state from 1950-1970.)

Factors Influencing the lLocation of Second Homes

Accessibility from the owner's primary resi-
dence and the natural amenities at second home sites
are two major factors influencing second home loca-
tions.

Distance Between Second and Primary Homes. Ac-

cessibility is a key factor in the consumer's choice

of a second home location. Second home owners in a
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1970 Minnesota survey ranked accessibility as the
first, and the natural site amenities as the second
most important factors in choosing their home loca=-
tions.%2 Ssince most people commute to their second
homes by automobile, site locations are very much a
function of that commuting distance. As shown in
Fiéure 6 the majority of second homes are located
within 100 miles of their owner's primary homes.
The number ofbsecond hémes decreases sharply at com-
muting distances above 200 miles. .
These distances vary in different parts of the
country. Second homes are located closer to their
owner's primary homes in the Northeast, and furthest
in the South and West. Among a few higher income
groups there is an increasing tendency to commute to
second homes by air, encouraging greater flexibility
in locations.

Natural Amenities in Second Home Areas. The

natural amenities of the second home site and/or



Figure 6. Distances Between Second Homes and opments are attractive to second home development,

3 o‘m )
Their ers' Primary Homes especially if they include a ski resort. And, having

Per Cent

a national park for a backyard also appeals to many

second home buyers. A survey in Washington discussed

United States

the importance of adjacent or nearb: ubiic lands as
n = 1,496,000 P J Y P

a factor influencing second home locations:

It appears that while many developments pro-
vide more elaborate facilities such as club-
houses and golf courses, most people purchas~
ing lots in vacation home developments seem
to like being close to "nature" with forest-
ed sites, views, lakes, rivers, and beaches.
There is also a desire to be near the vast
and varied holdings of the state and federal
governments . 5%

Northeast
n = 542,000

North Central

= 474
" 1000 Although millions of acres of barren desert
N have been subdivided into recreational lots, very
247 19.7 23.4

South e % 0 . few people seem to want a second home in the desert.
n = 245,000 Aéé um m “m A consumer survey conducted by the Building Products
3 Guide asked potential buyers where they would prefer

West their second homes to be located. Only five per

n = 235,000 cent chose a desert environment. Lake, mountain,

4.0

HETMA

67

and seashore locations were most popular.

Source: U.S. Department of Commerce, Bureau of
the Census, Second Homes in the United Characteristics of Second Homes
States, (Washington: U.S. Government Print-
ing -0Office, 1969), Current Housing Reports,
Series H~121, No. 16. ing types and architectural styles--everything from

Type. Second homes cover a wide range of hous-

the surrounding region are another major factor de-
termining where second homes occur. A survey of

second home owners in New England ranked the “guali- ’ Table 7. Reasons for Choice of Second Home Sites
ties of the site" as the most important factor in- Reported by Reépondents in Northern New England
Vacation Home Survey, 1966

fluencing the buyer's choice, as shown in Table 7.

Water appears to be the biggest natural attraction . Per Cent of
Reasons for Choice
to second home owners. The New England survey re- Respondents
ported that 86.3 per cent of the respondents had L
} Qualities of the site 74.1
direct access to a body of water from their second Bodies of water 51.5
home.%3 A study in Michigan reported that over 55 Sce“iCIView 44.5
. Seclusion 29.8
per cent of the second homes sampled were located Woodlands 26.3
on an inland lake, 24 per cent were located on the Topography . 17.3
- Regional attractions 43.6
Great Lakes, and another 10 per cent were located Proximity to home 20.8
on a river or stream.94 The report stated that "89 Relatives nearby 14.5
. ) . Expense 11.0
per cent of the vacation homes examined in this cultural attractions 10.1
study are located on or within a five minute walk Proximity to shopping 1534
n =
of some body of water." A consumer survey of 1,000 _

lTotal responses exceed 100 per cent since

some respondents gave more than one reason for
(67.7 per cent) of the respondents stating a prefer- their choices.

New York apartment dwellers reported over two-thirds

ence for waterfront locations.65 Another 18.5 per . )
Source: United States Department of the Interior,

cent wanted a second home in the mountains, while Bureau of Outdoor Recreation, Northern New
England Vacation Home Study, 1966 (Washington:

11.5 per cent preferred an old farm house in the . -
Government Printing Office), 1967), p. 6.

country. Mountain locations for second home devel-~
30



small, one-room hunting cabins to do-it-yourself A-
frames; from modern, conventionally built homes to
resort condominiums. They exhibit a wider range of
freedom in architectural style than most primary
homes. Still, approximately half the second homes
being built today are conventionally built houses.88
Prefabricated housing--precut, modular, and manufac-
tured units--also account for an increasing share
of today's second home construction. In the ULI
survey, 12.4 per cent of the projects included pre-
fabricated or manufactured housing; 7.5 per cent con~
tained mobile homes.®% Approximately 10 per cent
of the mobile homes manufactured each year--Sb,OOO
units--are used as second homes.’0 However, the
proportion of all second homes which are mobile
homes is probably higher, since some mobile homes
end up as second homes after being used for several
years as primary homes.
Resort condominium units are capturing an in-
creasing share of the second home market. The na-
tional household survey conducted for this study
found that approximately 6 per cent of the second
home owners responding owned resort condominiums.71
Certain types of condominiums which offer rental
programs operated by a management company must reg-
ister with the Securities and Exchange Commission.
As of January 1973, 43 out of an estimated 700 con-
dominium projects with securities aspects had reg-
- istered with the SEC.72
Only 3.9 per cent of the 1,287 projects sur-
veyed at OILSR contained condominium units at the
time of registration. The highest regional concen-
trations of condominiums in recréational land devel-
opments registered with OILSR were found in New Eng-
land, the South Atlantic states, and in the Pacific
states.?3 Over one-fifth of the respondents to the
ULI survey stated that they included condominium
units in their projects, while 5 per cent of them
developed condominium projects exclusively.74

gize and Facilities. About half of today's

second homes are conventional houses, although in
the past small cottages and cabins, seldom winter-
ized and generally inadequate for year-round occu-
pancy, were more common. A 1965 survey of second
home owners reported that one-third of the respon-
dents owned A-frames, one-third owned cabins, about
10 per cent referred to their second homes as cha-

lets, and 10 per cent were modern, conventional
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homes.’® Respondents to an ASPO survey of rural

planning agencies reported that 58 per cent of their
jurisdictions contained older second homes which did
not meet current housing standards.’® oOver half the
respondents to the 1967 Census study of second homes

referred to their units as "vacation cottages."77

The 1967 Census study reported that almost half
of the second homes surveyed (43 per cent) were be-
tween 500 and 1,000 square feet in size. Over one-
fourth were less than 500 square feet, and the re-
maining fourth were more than 1,000 square feet.78
Only one-third (36.4 per cent) of the existing sec-
ond homes in the country had five or more rooms.
This is considerably less than the national norm for
conventional housing (the 1970 Census of Housing re-
ported that 60.7 per centof all the housing units in
the country had five or more rooms), and while 17.7
per cent of all second homes had two rooms or less,
only 5.5 per cent of all houses in the U.S. in 1970
were this small.’? since the sample surveyed repre-
sents all second homes built over time, the data are
weighted by older,”/smaller units and do not reflect
the true proportion of more modern second homes be-
ing built today.

The 1967 Census study reported several other
statistics on second homes.80 Some 14 per cent of
the units had no heat, while only 22.3 pexr cent had
central heating. Almost all had some type of kitch-
en facilities (97.4 per cent), and mest of them had
electricity (91.1 per cent).”Over half (58.3per cent)
had plumbing. Another survey of seceond home facil-
ities in 1966 reported that 97 per cent had electric-
ity, 95 per cent had plumbing, 67 per cent had some
form of heating unit, and 65 per cent were insulated
for year-round use. B8l
Cost. Second home costs vary as much as their
architectural styles. Today, some do-it-yourself
‘prefab structures run as low as $1,500, while many
conventionally built second homes are priced in the
$30,000 to $40,000 range. The 1967 Census study. re-
ported the median market value of second homes (in-
cluding Tots) at only $7,800.82 Almost two-thirds
(65 per cent) were valued at less than $10,000,
while only 12.3 per cent were valued at $20,000 or
more. Median values were highest in the South
($9,700), reflecting the fact that the highest pro-
portion of recent second home construction has oc-

curred there. A more recent study in Wisconsin re-



ported the median value of second homes surveyed at

$13,000. Still, some 40 per cent of the units sur-

veyed were valued at less than $10,000.83 In a

1971 survey of recreational land projects (see

Table 8), 42 per cent of the developers reported

the average selling price of new second homes in

their projects was over $30,000, exclusive of the

land. Only 24 per cent reported average prices of

less than $20,000. Prices of condominiums were even

higher; 64 per cent of the respondents reported the

average price of a condominium unit above $30,000.

Table 8. Average Prices of Single
Homes and Resort Condominiums Built

Land Developments, 1971

Family Second
in Recreational

Per Cent of Respondents
n = 120
Average Prices
Single Family
Second Homes Condominiums
Less than $10,000 4.0 .0
$10,000 to $19,999 20.0 7.0
$20,000 to $29,999 34.0 29.0
$30,000 to $39,999 18.0 35.0
$40,000 to $49,999 14.0 26.0
$50,000 or more 10.0 3.0
100.0 100.0

Source: Housing Data Bureau, Recreational Land and

Leisure Housing Report, Vol. 3,
1972) .

Use of Second Homes

No. 8 (May 8,

Speculative gain has been a major factor influ-

encing many consumers' decisions to purchase recre-

ational lots, but most pecple tend to buy second

homes for.their own immediate use and enjoyment dur-

ing leisure time. In some cases, second homes are
converted into permanent, year-round residences, of-
ten when their owners retire, or when sold to other
families in the primary home market.

Occupancy Rates. The typical second home is
used two or three months a year. Occupancy rates for

second homes--the number of days they are occupied

per year--vary according to season, depending on such

factors as the distance between the owner's second
and primary home, vacation and employment cycles,
and seasonal recreational activities available at
the second home site. The 1967 Census study found
that almost all second homes (92 per cent) were used
sometime during the year and that the median dura-
tion of occupancy in 1966 was 53 days as shown in
Table 9. Regional variations ranged from a low of
47 days in the West to a high of 59 days in the
Northeast. Over one-fourth of the respondents

(28.3 per cent) occupied their second homes for less
than 30 days during the year, while another fourth
(24.8 per cent) occupied them 90 days or more per
year. A more recent survey in Vermont found that
most second homes were annually used 30 days or
more, while a few were used over 120 days. The most
typical use was between two and three months . 84
Other local studies conducted in Minnesota and
Wisconsin also reported that second homes were
occupied approximately 50 days per year.85

Seasonal Occupancy. Seasonal occupancy of sec—

ond homes varies according to such factors as recre-
ational opportunities available at different times
of the year, the times when families traditionally
take their vacations, and the climate. Most second

homes are used intensively during one particular

Table 9. Duration of Second Home Occupancy by Region
of the United States, 1966
Per Cent of Second Homes
Duration of Occupancy United States Noxrtheast North Central South West
N = 1,436,000 n = 542,000 n = 474,000 n = 245,000 n = 235,000
Less than 30 days 28.3 23.7 31.4 36.1 26.1
30 to 59 days 29.0 26.8 29.2 18.8 42.5
60 to 89 days 17.9 24.3 16.5 9.4 13.3
90 to 179 days . 19.3 18.7 21.0 20.9 16.1
180 days or longer 5.5 6.5 1.9 14.8 2.0
100.0 100.0 100.0 100.0 100.0
Median days occupancy 53.0 59.0 49.0 52.0 47.0

Source: United States Department of Commerce, Bureau of the Census, Second Homes in the United States
(Washington: Government Printing Qffice, 1969), Current Housing Reports, Series H-121, No. 16.
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season and sit vacant during the rest of the year.

In much of the country, summer is the peak season.

A Wisconsin survey reported peak second home occu-

pancy in July and Bugust and lowest use in December

and March.86 The 1967 Census study reported that
almost two-thirds (61.2 percent) of the respondents
used their second homes only during certain seasons
of the year. In the South and the West, however,
where the climate is less of a factor, over half of
the respondents used their second homes occasionally
throughout the year rather than only during one par~
ticular season. )
Rentals. A few second homes are rented during
portions of the year, increasing the duration of
their occupancy. The Northern New England second
home survey found that 17.6 per cent of the units
surveyed were rented sometime during the year.87

The 1967 Census study reported that only 6.8 per

cent of all second homes in the country were rent-

ed.88 However, rental rates can run much higher
where a variety of recreational activities are pos-
sible during different seasons of the year. A sur-

vey of second homes in Sevier County, Tennessee (a

popular summer recreaticnal area which also includes

a winter ski resort), found that a fourth of the

units were rented sometime during the year. 89

Second home use could be expected to increase
as transportation facilities are improved and lei-
sure time increases. The renting and communal own-

ership of second homes, especially condominium units
with rental management programs in “four-season"

" recreation areas, will also tend to increase over-
all second home occupancy, making it less seasonal
and more constant throughout the year. Many new

condominium units built in second home projects are

being offered with a rental-management plan which
permits their owners to use the property as they
wish during one season, while a management entity
handles maintenance and rental of the unit during
other seasons. In some cases, rentals are handled
through a rental pool arrangement operated by acen—
tral agency.

conversion of Second Homes to Permanent Homes.

Over time, some second homes are converted into per~
manent residences. Retirees moving into their sec~
ond homes on a year-round basis account for many

such conversions. Other second homes are converted

to permanent use by successive owners in the market

33

for permanent housing. And as industries move into
the suburbs and commuting patterns extend further
into the hinterlands, some people are finding it
possible to convert their second homes to permanent
use while remaining fully employed in their current
jobs.

Converting second homes to permanent use has
been going on for years. A 1959 report by ASPO
stated that . . in metropolitan areas, some sum-
mer cottages are being converted to year-round resi-
dences; and areas platted for summer cottage devel-
opment have become full-scale residential develop-

ments."?? A 1957 article in the Milwaukee Journal

stated that:

The summer cottage is gradually vanishing
in Southern Wisconsin. Almost none are
being built on the small lakes near Mil-
waukee. Many of the existing cottages

are being converted for year-round living.9l

A recent study in the Two Rivers region of Vermont
found that some townshipshad experienced conversion

factors as high as 34 per cent per year.92

In War-
ren County, Virginia, over 20 per cent of the 1,500
homes in recreational subdivisions are now permanent-
ly occupied, and full-time occupancy appears to be
increasing.93 Three-fourths (76 per cent) of the
planning agencies responding to the ASPO survey con-
ducted for this study had dwelling units in their
jurisdictions which were originally built as second
homes, but are now permanently occupied.®% Many re-
gpondents to the survey said that second homes had
a strong tendency to become first homes over time:

. . experience has shown that second homes

tend to become first homes sooner or later.

. + . many second homes have been sold to
other families for first homes.

. there is no such thing as a second
home subdivision. It may be designed that
way, ggt in a short time it is permanent.

Also, some lots and housing in recreational land
developments are never intended for use as recre-
ational property, but instead are marketed to first
home buyers. One development visited during field
work for this study was selling approximately 20
per cent of its housing to consumers in the first
home market.2® Designing recreational land develop-
ments with mixtures of housing which appeal to both
second and primary home markets is likely to become

more common if the second home business continues to



decline. A recent trade journal article advised
resort condominium developers to locate their
projects no more than 150 miles from prospective
owners' jobs and primary homes, citing the impor-
tance of locating resort developments in areas of
primary housing demand in the event that second
home sales fail.?’ This strategy is encouraged by
families already opting for longer commuting times
to live year-round in second home developments. One
second home project in Pike County, Pennsylvania,
reports running two commuter buses daily to New
York City for its permanent residents, a distance
of almost 100 miles each way.98

In a few cases, recreational lots are serving
as low-imcome housing sites for rural families, fur-
ther increasing the extent of permanent occupancy
in recreational land developments. In Warren Coun-
ty, Virginia, for example, lower income families
have bought lots in inexpensive recreational sub-
divisions, either building their own homes or using
mobile homes. In Deschutes County, Oregon, some
permanent service employees of one resort develop-
ment were reported living in mobile homes in less
expensive recreational subdivisions nearby.

The conversion of second homes to permanént
use is likely to continue well into the future,
however the extent of these conversions is highly
tenuous, depending on such factors as future energy
and transportation costs, job opportunities, and
the availability of public services in rural areas.
Intentions to convert recreational prbperty to‘per—
manent use appear fairly common, though. A 1970
survey in Green County, New York, reported that more
than half (58 per cent) of the nonresident land
owners in the county planned to become permanent
residents, most of them at retirement.?? 1In Vermont,
a 1972 survey reported that 45 per cent of the
second home owners interviewed planned to become
permanent residents.100 and in the North Carolina
survey, 10.6 per cent of the reséondents stated
that one of their reasons for purchasing a recre-
ational lot was for future use as a retirement

homesite.lOl

Characteristice of Recreational Lan& Developers

The American Land Development Association, the
trade association for recreational land developers,

had a 1973 membership of 740 developers. ALDA es-
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timated in 1973 that there were approximately 10,000
companies subdividing recreational land and develop-
ing second home projects.lo2 These companies ranged
from small "mom and pop" operations subdividing and
selling off their own farms and ranches to large,

publicly-owned corporations. In 1971, 21 of the 200

largest corporations in the U.S. were involved in

recreational land development, including Mobil,
standard, Shell, and Gulf 0il, Scott Paper, ITT,
Union Camp, Weyerhaeuser, Bendix, Swift, and Chrysler
corporation.103 Most recreational land firms, how-
ever, are privately owned according to the results

of two ALDA surveys shown in Table 10.

The majority of recreational land firms have
limited their activity to developing a single project
at one time. Out of 1,509 land development companies
registered with OILSR, over three-fourths (83.4 per
cent) had only one recreational subdivision under way,
and only 2.5 per cent had five or more projects.104
The 1973 ALDA survey reported that their average
member was developing two or three recreational
projects.

As previously mentioned, most recreational land
developers sell only land, not housing. Respondents
to the 1973 ALDA survey reported that 80 per cent of
their income was derived from land sales, 10 per
cent from housing sales, and 10 per cent from other
sources.105 Land sales have offered higher rates of

return on the developer's investment in the past, as

Table 10. Ownership Status of Recreational Land
Companies, Reported by Respondents in ALDA
__ Surveys, 1972 and 1973

Per Cent of Respondents
Ownership Status
: 1972 : 1973
Publicly owned 14.2 13.0
Privately owned 64.2 67.0
Subsidiary of public
company 17.2 17.0
Subsidiary of private
company 4.4 3.0
100.0 100.0
n = 148 n =123

Source: American Land Development Association, EEE
Land Industry Survey, 1972, and The Land Indus-
try Survey, 1973, (Washington: American Land
Development Association, 1972, 1973}, n.p.




Table 11. Most Profitable Forms of Recreational
Property Reported by Respondents to the ULI
Survey of Recreational Land Developers, 1973

Type of Property Per Cent of
Respondents
Unimproved lot sales subdivision 42.9
" Improved recreational home sub- 27.6
division
Resort condominiwaw 9.0
Management of resort operations 1.3
High amenity second home com~ 11.5
munities )
None have been profitable 3.8
Other 3.9
100.0
n = 156
Source: "Survey of Recreational Land Developers

and Their Projects,” (Unpublished survey
conducted by Richard L. Ragatz and the Urban
‘Land Institute, Washington: 1973), n.p.

well as requiring much less front-end capital than
housing construction and the necessary related im-
provements. Almost half (42.9 per cent) of the de-
velopers responding to the ULI survey reported that
the sale of unimproved recreational lots was their
most profitable activity, with improved lots rank-
ing second, as shown in Table 1l.

In 1971, an estimated 650G, 000 recreational lots
were sold in the U.S. at a total price of approxi-
mately $5.5 billion.lo6 Gross sales volumes pexr
firm were averaging around $2 to $3 million in the
éar%yvl970s, as shown in Table 12, The developers
responding to the ULI survey reported average gross
sales for 1973 at $2.7 million,107

Most recreational land development firms have
been in business a relatively short while, as shown
in Table 13. Almost half of those firms answering
the ULI survey had been involved in recreational
land development less than five years. The major-
ity of these (62.7 per cent) deal exclusively in rec-
reational land development. Less than one-fourth
(22.8 per cent) of the respondents were also en-

gaged in suburban subdivision development.

Factors Influencing The Growth of Recreational
Land Development

The growth of recreational land development dur-

ing the 19605 and early 1970s resulted from a com-
bination of facters including increased affluence

-among consumers, increased leisure time, increased
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Table 12. Gross bollar Volume of Land Sales in
Recreational Land Developments, Reported by Re-~
spondents in ALDA Surveys, 1972 and 1973

Selected Gross Sales
Characteristics
1972 1973
Reported _
low sales $15,000 $18,000
Reported
high sales $38,917,000 $29,600,000
Average
sales $ 3,341,850 $ 3,183,150
Total sales $411,297,404 $373,160,605
n = 124 n = 115

Source: American Land Development Association, The’
Land Industry Suxrvey, 1973 (Washington: Ameri-
can Land Development Association, 1972, 1973),
n.p.

mobility, and heavy advertising and mass marketing
techniques employed by the industry.

Increased Affluence. Probably the most impor-

tant fagtor influencing the growth of the recrea-
tional land market was the increased affluence of
the American consumer. Between 1950 and 1970 median
family incomes in the U.S. (measuredin constant 1970
doliars) nearly doubled, from $5,601 to $9,367.108
The percentage of families earning between $;0,000
and $15,000 increased from 20.7 per cent in 1960 to
27.9 per cent in 1970. During the same period, the
percentage of families earning more than $15,600 a
year increased from 10.2 per cent to 23.7 per cent.
In 1950, only 14.2 per cent of all families earned
more than $10,000 per year. _

Increased ease of £inancing during the 1960s
and early 1970s also facilitated rapid second home
development. As land values increased (especially
where the supply was limited such as along sea
coasts), credit became easier to obtain and down
payments grew sSmaller, putting "recreational land
financing within the reach of a much larger segment

of the population."lQQ

Increased Leisure Time. Leisure time has also

increased over the last two decades, throuéh more

frequent and longer vacations, increased longevity,
and earlier retirements, thereby making second home
ownership more attractive. In 1240, only 25 per

cent of all wage agreements provided for paid vaca-




Table 13. Number of Years Which Developers Have Been Active
in Recreational Land Development
Per Cent of Respondents by Number of Years
Type of Land Development
Less than 5 to 14 15 to 24 25 or more Total
5 years years years years
Land development of any type 37.8 43.6 10.9 7.7 100.0
Unimproved lot sales subdivisions 42.6 45.5 5.0 6.9 100.0
Improved second home subdivisions 55.3 35.3 5.9 3.5 100.0
High amenity second home communities 59.4 31.9 8.7 - 100.0
Condominium development 82.5 17.5 - - 100.0

Source:
Richard L. Ragatz and the Urban Land Institute, Washington:
tions. Today, over 90 per cent of them do.l110 1Ip

1940 the maximum paid vacation was about one week
long, and the average number of paid holidays ap-
proximately two per year. Today, paid vacations
average 2.2 weeks per year (an increase of 20 per
cent since 1960 alone), and paid holidays average
10 per year.11ll The actual work week has not gone
down Very much since 1940, declining only 6.5 houtrs,
from 46.1 hours in 1945 to 39.6 hours in 1970.112
Byt work weeks have become more concentrated. 1In
the late 1960s the four-~day, 40-hour work week came
into vogue.113 Longevity and paid retirements have
also increased over the last two decades. Life ex-
pectancy at birth was 62.9 years in 1940 and 70.8
years in 1970.114 1, addition, retired people have
had more money to spend than ever before in history:
Private pensions, deferred profit-sharing plans, and
Social Security benefits have all increased since
1950. While the number of people receiving Social
Security benefits almost doubled between 1960 and
1970, the amount of those disbursements tripled to
some $31,000,000 in 1970. 1In addition the number of
private pension and deferred profit-sharing plans
more than tripled between 1950 and 1970.115

Increased Mobility. Improved transportation

facilities have been one of the most important fac-
tors making growth in recreational land development
possible, providing the two-thirds of the nation's
population living in metropolitan areas with effi-
cient highway access to the countryside. Between

1850 and 1970 over 400,000 miles of municipal and

"survey of Recreational Land.Developers and Their Projects"
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(Unpublished survey conducted by
1973), n.p. :

rural highways were added to the nation's road sys-
tem. More importantly, the Interstate Highway Sys-
tem, now more than 75 per cent complete with over
30,000 miles in operation, has provided urbanites
with high speed access into the countryside, drasti-
cally reducing driving -times to6 recreation ardas. 116
In 1950, 59 per cent of all U.S. families owned an
automebile; in 1970, that number had increased to
82 per cent.117 The number of registered passenger
cars increased from over 40,000,000 in 1950 to over
89,000,000 in 1970. BAlthough much less important
than automobile travel, increased air travel to
recreational land developments has made them even
more accessible. The number of public and private
airports increased from 6,881 in 1960 to 11,261 in
1970. Passenger miles on scheduled air carriers in-
creased from slightly over one million in 1950 to
13.1 million in 1970.118 and the number of civil
aircraft increased by over 50 per cent between 1950
and 1970.

Consumer Demand. The combination of a growing
national interest in recreation of all kinds coupled
with increased consumer spending power and the his-
torical American desire to own land created an ex—
plosive market by the mid 1960s. The national in-
terest in outdoor recreation has increased markedly
over the last several years. Total visits to Na-
tional Parks increased from 33.2 million in 1950 to
over 200.5 miliion in.1971.11° gimilar unprecedented

trends in visits to state parks also occurred be-



tween 1950 and 1970, increasing from 11.2 million
visits in 1950 to 39 million in 1970,120

Millions of recreational lot buyers were also
motivated by "investment potential," following Will
Roge{;‘ advice: "Buy land; they ain't making any
more." During the 1960s, land values approximately
doubled while the value of common stocks rose by
only 18 per cent.121 A recent Gallup Poll conducted
for the National Association of Realtors reported
that 9 out of 10 respondents considered real estate
a good investment.l22

Many people also bought recreational property
to use for fun——to escape the city and relax a bit
Today, over two-thirds of the
As

closer to nature.
U.S. population lives in metropolitan areas.
crime, pollution, traffic congestion, and noise
have increased, many city dwellers have found sec-
ond homes a welcome retreat from the daily stress
of urban living. A public opinion survey conducted
by the President's Commission on Population Growth
and the American Future reported that 34 per cent
of the respondents wanted to live in the open coun-
try, while another 30 per cent wanted to live in a
small town or city. Only 14 per cent preferred
either a large city or a suburb.l123

Marketing. All of the above factors combined
to produce a ready market for the sale of recrea-
tional lots and second homes. In response, devel-
opers and land merchants sprung up overnight to tap
this market, offering a wide range of products and
prices to meet every taste and pocketbook. Massive
nationwide advertising campaigns helped to sell
much recreational land. Billboards, magazines,
newspapers, radio and TV commercials, direct mail-
ings, visits, free dinners complete with slide
shows, prizes and so on, all played their part in
enticing millions of consumers into buying recre-
ational property.

High~pressure sales techniques also played a
major role in increasing the consumption of recre-
ational land. Sales campaigns have fregquently been
" labeled "hard sell," especially in unimproved proj-

ectsvwhere the land may not easily secll itself.

Another factor which has encouraged the "hard sell"
in the recreational land industry has been the tre~
mendous incentives placed on salesmen. According
to one survey, over three-fourths (76 per cent) of
the salesmen in the industry are paid strictly on

a commission basis.l2? of the remainder, all but

222-878 0 - 77 - ¢
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10 per cent receive some portion of their earnings

in the form of commissions.

The Future Market For Recreational Land

There will always be some market for recre-
ational property, but the extent and size of that
market is difficult to predict. "Growth projections
were prepared for this study based on past trends
and recent surveys of consumer purchase intentions,
indicating that the national stock of recreational
lots and second homes could double by 1985.125
(See Appendix E) However, gasoline shortages
followed by general economic recession have caused
a major decline in recreational land development
activity since early 1974, leaving serious doubts
about whether future rates of growth will come near
past levels when and if this industry recovers from
its current economic slump. While the'ranks of po~

tential second home buyers will swell over the next

‘few years as the post war baby boom generation en-

ters its thirties, the prospects of continued high
energy costs and mortgage interest rates threaten
to curtail demand further in the future. Consumer
preferences are another major unknown. Recrea-
tional property is a luxury item whose future de-
pends on continually rising disposable incomes and
consumer preferences on how that income is spent.
The rising costs of energy may also affect the
future location of recreational land development.
Fox example, just as suburban developers have gone
back and sought out undeveloped, skipped over par-
cels within the urban fringe, recreational land
developers may seek locations closer and with more
convenient access to the cities. Energy costs
alone, however, do not necessarily mean a reduction
in demand for recreational property. Consumers will
still be able to choose how to allocate their energy
dollars. For example, some people may choose to in-
crease their use of mass transit and car pooling ar-
rangements te commute to work, saving energy dollars
for weekend commutes to their second homes. Or
rather than owning two homes, rising enexrgy costs
may encourage apartment living in cities coupled
with second home ownership. Some developers also
suggest that increased energy costs will curtail va-
cation travel in favor of spending an entire vaca-
tion in a second home.l126 Energy costs may have
other effects on the second home business as well.

I£ heating fuel becomes scarce or too expensive, the



Table 14. Future Demand for Recreational Properties as Estimated
by Recreational Land Developers

Per Cent of Respondents by Estimation of Future Demand
Recreational Property will Will Remain Will
Total
Increase the Same Decrease
Unimproved lots in recreational subdivisions 44.8 17.5 37.7 100.0
Improved lots in recreational subdivisions 74.0 22.7 3.3 100.0
-Lots in high amenity second home communities 80.7 12.9 6.4 100.0
Resort condominiums 84.3 9.6 6.1 100.0

Souxce:

Richard L. Ragatz and the Urban Land Institute (Washington:

hundreds of thousands of recreational lots already
subdivided in the South and Southwest may become
more attractive as future homesites.

In spite of the energy and economic issues
facing the industry, other foxces also indicate
major changes may bé on the way. Even before the
energy crisis in 1974, changing consumer demands,
increased government regulation, and the unethical
public image of the industry were all beginning to
cause an increase in the proportion of improved
recreational properties and housing in relation to
unimpr&ved recreational lots offered by developers.
Recreational land developers responding to the ULI
survey reported that the unimproved lot sales seg-
ment of the industry was by far the most competitive
sector, as compared with second home and resort
condominium projects.127 Asked to predict future
demands for various types of recreational property,

the developers responded that demands for unimproved

"Survey of Recreational Land Developers and Their Projects,” Unpublished survey conducted by

1973), n.p.

recreational lots would decrease substantially while
demands for improved recreational lots, lots in high
amenity second home communities, and resort condo-
miniums would increase as shown in Table 14. Half
of the developers (50.3 per cent) responding to
the survey reported that they had no plans to ex~
pand the unimproved recreational lot portion of
their businesses as shown in Table 15. On the
other hand, over half (52.6 per cent) did intend
to expand their operations in improved recrea-
tional lots, and 41.5 per cent intended to expand
their activities in the resort condominium field.
New concepts of owning recreational property
maf play an increasingly important role in the future
of recreational land development industry. Among
the innovations which have been tried are time
sharing, undivided interest, and rental and exchange
programs. Rather than buying a second home with

exclusive occupany rights, time sharing options

Table 15. Developers'! Plans for Future Expansion in Selected
Types of Recreational Land Developments

Per Cent of Respondents by Plans to Expand
Type of Recreational Land Development -
No Yes Uncertain Total
Unimproved lots in recreational subdivisions 50.3 32.2 17.5 100.0
| Improved lots in recreational subdivisions 25.8 52.6 2l.6 100.0
High amenity second home communities 34.5 37.4 28.1 100.0
Resort condominiums 28.1 41.5 i 30.4 100.0

Source: "Survey of Recreational Land Developers and Their Projects," Unpublished survey conducted by
Richard L. Ragatz and the Urban Land Institute (Washington: 1973), n.p.



permit consumers to purchase a "time-share" of a
dwelling unit at less than full cost, sharing fee
simple ownership with several families. Such ar-
rangements would permit a single dwelling unit to
be more intensively used than the average second
home, but would require a fairly sophisticated man~
agement operation. . The undivided interest concept
is a common ownership arrangement which has been
tried in camping developments. It allows many fami-

lies to . purchase undivided shares of a single piece

NOTES

1. U.S. Department of Housing and Urban Develop-
ment, Office of Interstate Land Sales Registra-
tion, Unpublished material obtained from the
files, January, 1974. The Office of Interstate
Land Sales Registration (OILSR) was establish-
ed in August, 1969 within the U.S. Department
of Housing and Urban Development, to administer
the Interstate Land Sales Pull Disclosure Act
of 1968. Under the Act, companies offering 50
or more unimproved lots for sale or lease
through the mails or by means of interstate
commerce under a common promotional sales plan,
must file a Statement of Record with OILSR and
provide all prospective buyers with a Property
Report covering 20 or more points of informa-
tion about the project. HUD has the authority
to take several types of legal action for non-
compliance or inadequate compliance with the
requlations. Property Reports for any project
may be obtained from HUD for a fee of $2.50
each by writing HUD/OILSR, 451 Seventh St. S.W.
Washington, D.C. 20410, and including the name
of the developer, the development, and the lo-
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These distributional changes among Census re-
gions should only be considered rough approxi-
mations since the definition of second homes
changed each time the Census was taken. The
definitions which were used to tally second
homes are described in Table 6.
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such as leaving as much of the natural vegative
cover undisturbed as possible, providing catchment
basins for silt, and promptly seeding baré soil.
Other construction activities, like building an
artificial lake or increasing impervious surfaces
by paving roads, create lasting and unavoidable
environmental changes which may affect the water-
shed - or permanently alter the hydrology of an
area. '

Use Impacts. The environmental impacts re-
sulting from the use of recreational subdivisions
must also be considered, even. though they may not
all be readily apparent at the time a project is
proposed. User impacts are more varied and spread
out over more time than construction impacts. In
general the? are functions of project density and
occupancy rates, the quality of project facilities,
the future maintenance of those facilities, and
the quality of services such as solid waste. col-
lection. For example, increased seepage from ag-
ing septic tanks in some second home developments
has polluted adjacent lake waters. Elsewhere in-
creased hunting and fishing activities have re-
duced wildlife and fish populations, and the accu-
mulation of solid waste in some second home areas
has also been a serious problem. Many of these
user impacts can be mitigated through proper man-
agement of recreation resources and the provision
of adequate public services.

The scale and character of development also
has important implications for environmental im-
pacts from use. A 20-unit condominium may have
less impact than 20 single-family units on the
same site, but more than 10 single-family units.
The environmental impacts of a 100-acre recreation-~
al subdivision may be minor compared to a large
scale project like ITT's Palm Coast, a recreation-
al development with a projected population of
750,000 located in Flagler County, Florida.2

Off-Site Impacts. Most environmental effects
of development can be felt far beyond the bound-
aries of projects themselves. In order. to get a
complete picture of the effects of development, off-
site or "down stream" impacts must be taken into
consideration. For example, the end results of
runoff and erosion are often most critical down
stream where siltation occurs. Contamination of

ground water from faulty septic systems can be dis-

covered in adjacent lakes and streams and even
neighboring wells. Regional hydrological changes
can result from increased impervious surfaces in a
project covering only a portion of the watershed.

Cumulative Impacts. The cumulative gffects of

development should alsc be considered. Analyzing
envirénmental impacts exclusively on a project-by-
project basis can obscure the cumulétive effects
many subdivisions can have on én entire region.
For instance, the environmental effeéts of recre-
ational subdivisions in Warren County, Virginia,
can only be determined by monitoring the combined
impacts of the 90 recreational subdivisions which
have been developed tHere on the environmental re-

sources of the whole region.

Unique Environmental Considerations

While the environmental impacts of recreational
subdivisions are very similar to those of conven-
tional first home subdivisions, there are several
characteristics unique to recreational land develop-
ments which have a direct bearing on their impacts
such as their tendancy to have lower improvement
standards, their attraction to more sensitive natur-
al areas, and their slower buildout rates and sea-
sonal occupancy patterns.

Lower Improvement Standards. Although recre-

ational subdivisions appear similar to conventional
first home subdivisions, they are often constructeé
to significantly lower standards. For example, Sep-
tic tanks are widely considered inadequate for sew-

age disposal. The Community Builders Handbook, a

well known land development text, states:

A public sanitary sewer system to serve the
site is the best solution to the sewage dis-
posal problem. . . . Only as a last resort
should you ever consider an on~-lot system
which means individual septic tanks or cess-~
pools.3

And a U.S. Public Health Service publication sup~
ports this advice:

Because they [septic tanks] frequently fail
due to adverse soil conditions, with surfac-
ing of partly treated sewage, severe health
hazards often result. . . . Even under the
most favorable conditions, some degree of
failure will be experienced. . . . Subdivi-
sion regulations should generally prohibit
septic tanks.?4

Yet over two-thirds of the recreational subdivisions

registered with OILSR list septic tanks as the only

~available means of sewage disposal.



Other substandard development practices in
recreational subdivisions increase the likelihood
of environmental problems. Water supplies fre-
quently come from individual, on-site wells shar-
ing the lot with a septic tank. Roads are often
private and developed to lower than public stan-
dards, increasing problems with erosion and silta-
tion. .

Locations in Critical Environmental Areas.

The unique locations of many recreational subdivi-
sions--in remote areas of high natural beauty--in-
crease the potential for environmental conflicts
between man and nature. Furthermore, a majority
of the existing second homes in the country are
located on or near some body of water, increasing
the potential for water pollution. 1In Virginia,
the State Division of Planning has designated
Massanutten Mountain as a ecritical environmental
area, yet that unique natural feature is surround-
ed by more than 100 recreational subdivisions.?

Urbanizing Influence of Recreational Subdivi-

sions. The 3,900 recreational subdivisions sur-
veyed in OILSR's files averaged 1,000 acres each
with average lot sizes of less than one acre. At
this scale and lot density, such developments can
amount to a form of substantial urbanization. In
most rural communities, one large or several
smaller projects can account for more growth than
has occurred in the entire history of the area.
Flagler County, Florida, with a current population
of 4,454, will be substantially urbanized by the
Palm Coast recreational development mentioned
earlier if the projected 1990 population of
750,000 materializes.

In recreational areas relatively close to
metropolitan regions (e.g., 50 miles), continued
pressures for urban sprawl and outward migration
can increase the urbanizing effects from recre-
ational subdivisions in rural areas, especially
as more industries and jobs move to the suburbs
and the permanent occupancy of second homes be-
comes more feasible. Officials of still rural
Warren County, Virginia foresee the urbanization
of that county as inevitable as more and more per-
manent homes are constructed on recreational lots

and second homes are converted to permanent use.®
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Specific Environmental Impacts

Individual cases of environmental damage re-
sulting from recreational land development are abun-
dant, but each one is the result of a combination of
various localized conditions as discussed above.
Studies on the environmental impacts of development
are therefore limited by the particular set of con-
straints of each situation. Recognizing these limi-
tations, this section surveys a range‘of the develop-
ment impacts which haye occurred in different envi-
ronmental settings around the country in order to
provide an overview of the different types of prob-
lems experienced by communities to date. Many of
these problems could have been avoided or minimized
through improved development practices and local

land use controls. Others unavoidably resulted from

the decisions to permit development to occur in the
first place.

Local Water Supplies. Ensuring adequate water

supplies for recreational subdivisions can be a prob-
lem not oniy in arid regioné, but also in temperate
regions of the country. The case of Shenandoah
Shores, a recreational subdivision in Warren County,
Virginia, provides a good example.7 Begun in 1959

as a second home project which is gradually becoming
permanently occupied, Shenandoah Shores featured a
central water system, which, as lot buyers later dis-
covered, violated State Health Department régula'
tions. Finally condemned by the Health Department
in 1968, the Shenandoah Shores water system was
taken over by the property owners' association and
brought up to state standards. But problems con-
tinued. 1In 1968 two wells were sufficient to support
the system; today a third well is being drilled in
order to satisfy rising demands for water within the
praject as a result of increased buildout, fhe con-
version of second homes permanent occupancy, and
competition for available ground water from other

new developments in the region. One well which pro-
duced a continual flow of 60 gallons per minute in
1968 today pumps dry in 18 hours; and because of in-
adequate sewage treatment in the project the entiré
water supply, which depends upon wells, now requires
chloxination at the rate of 1/4 ounce per 1,000 gal-
Lo-

lons. In 1968 no such treatment was necessary.

cal officials now suggest that county water and sewer



service is the only long-run answer for Shenandoah
Shores and neighboring recreational subdivisions.

In arid regions of the West the problem of
adequate local water supplies is tougher, and has
become a major consumer issue. -Surface and related
subsurface water in the West is formally appropri-
ated by state governments and allocated to specific
users. Prior allocations or rights have legal pre-
cedence over new demands. It is thus surprising
that 100,000-acre ranches, considered marginal for
cattle due to a lack of water are now being subdivi-
ded into small homesites. As a resuit, many of the
streams on the eastern slope of the Rockies are
already over-appropriated, and the Colorado state
government has begun to deny well permits to lot
owners in at least one county.8

Regional Water Supplies and Groundwater Re-

sources. Second home developments can have major
impacts on regional water resources as well. 1In
some areas, such impacts are already severe, and the
threat of future crisis looms in others.

The heavily developed area in Florida north
of Tampa along the Gulf Coast is experiencing a
depression of the water level in local aquifers
as a result of excessive groundwater withdrawals.®
The lowered surface in the aquifer reduced pres-
sures in public water systems, allowed saltwater
intrusion, and forced communities to declare build-
ing moratoriums. These problems are further aggra-
vated by the construction of so-called "Venetian
Canals." Designed to provide lot owners with boat
access to bay and ocean, these canals bring salt~
water far inland, and often introduce it directly
into the aquifer.10

Saltwater encroachment into Tampa and St.
Petersburg well fields as much as 40 years ago
forced those communities to import water from other
areas which are now hard pressed to supply their
own local needs. As a result of recent retirement
and second home development in Pasco County, Florida
saltwater chlorides have intruded inland, sometimes
as much as several miles. The U.S, Public Health

Service recommends that chlorides not exceed 250

milligrams per liter (mg/L) in public water supplies,

yet that concentration now exists in some deep, in-
land wells and increases to 16,000 mg/L only 100
feat from shore.

Pinellas County, further along this coast, alseo

depends on well fields for its water; wells which

in Hillsbourough and Pasco Counties are now showing
depressions in the water level of the Floridan agui~
fer by as much as 15 feet. Pasco County adopted

a resolution to limit withdrawals of water by out-
siders to 500,000 gallons a day. But at the likely
rate of 150 gallons per person per day, this amount
of water would only serve 3,333 people--0.5 per

cent of the 1973 population of Pinellas County
(648,741) .

Faced with major water shortages, Pinellas
County has imposed a moratorium on building in order
to have time to work out possible solutions. The
severity of the water shortage was not accepted by
commercial interests such as the Pinellas County
Contractors and Builders Association, which gquickly
announced its opposition to the building moratorium.
Nevertheless, home owners have been notified of a
surcharge for water use in excess of their previous
consumption, and persons applying for exemptions
are faced with stiff penalties for supplying misin-
formation. An unexpected side effect of all these
actions has been an increase in advertising urging
still more people to buy land in Pasco County, where
such restrictions on construction and water consump-
tion do not exist.

Groundwater problems exist elsewhere than coast-
al areas. For example, groundwater "mining" is com~
mon in the Southwest. Water levels in the Qgalla
formation in eastern New Mexico have been declining
since the 1940s. There the leisure industry in
general and second homes in particular have contri-
buted much to such situations by ugsing large amounts
of water to maintain golf courses and lawns.ll

Regional water problems created by recreational
development in the Rocky Meountains are particularly
complex. In most areas, all surface waters were long
ago legally appropriated for agricultural, commer-
cial, and community use, with nothing left over to
support additional residential development. Since

the well fields of new subdivisions borrow from

'springs and other contributors to surface flow,

someone downstream suffers the loss of allocated
water. Conflicts between second home and agricul-
tural water needs in New Mexico have led to near
violence along Fernando de Taos Creek and to tighter
state controls over water allocations in the Hondo

and Rio Grande River Basins.l? To avoid physical or



legal confrontations, developers may now purchase
existing rights, usually from agricultural hold-
ings, and convert them to domestic use, thus threat-
‘ening a basic shift in local economies without any
public determination that such shifts are desirable.

Water Quality.

in recreational subdivisions have harmed the quali-

Poorly engineered septic fields
ty of both ground and surface water resources. Evi-
dence is scattered nationwide, ranging from the
Virginia case of Shenandoah Shores cited earlier to
occurrences of "yellow snow" at a Taos County, New
Mexico ski development as a result of sewage seeps
from condominiums and lodges on the mountainside.l3

The State Engineer's Office in Colorado reports that

Road construction in recreational subdivisions

is a common cause of environmental problems.

and vertical cuts in this project invite heavy erosion.
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25 per cent of the wells tested in Jefferson County
show pollution from improperly treated sewage; in
this case nitrate readings run close to 40 mg/L
({the maximum safe level for a human baby) and there
are high coliform counts as well.l4 High bacteria
counts have been recorded for two years from a 1300
foot well (1200 feet of which is cased) in Orange
County, Florida.l5 pPotential problems of this sort
are extremely widespread since two-thirds of all
recreational subdivisions use septic tanks for sew-
age disposal.

Except for sediment loading, the impact of

second homes on the quality of flowing streams is

Steep grades



difficult to define because of the variety and dis-
tribution of other potential pollution sources.

But there are reports such as the case of a once
intermittent stream on Virginia's Massanutten Moun-
tain that is now flowing full time with septic field
effluent from a second home complex.l6

Along the Florida coastal area discussed above,
second home developments have clearly had an impact
on water quality. Sewage effluent from plants in
varying stages of treatment is often discharged into
streams, lakes, bays, lagoons, canals, or other slow-
moving bodies of surface water. These waters become
overenriched, resulting in rampant growth of water
weeds, ﬁish kills, algal blooms, foul odors, dark
coloration, destruction of native wetland plants,
reduction of desirable wildlife, and a shift to less
desirable or "trash" species. Less obvious is the
accumulation of organic debris ("crud") from sewage
discharge, and the high counts of bacteria that may
themselves be dangerous to people, fish and other
wildlife.

A test of water quality at 80 private home
sites on 41 water bodies in West Florida was spon-
sored by the Environmental Information Center and
conducted by the University of South Florida. 1In
addition to testing for coliform, samples taken near

the bottom were tested for Clostridium perfringens

(or C. Welchii), a causative agent for gas gangrene-
Both coliform and C. perfringens are indicators of
fecal contamination. High counts of both organisms,
substantially exceeding the maximum permissible under
state and county health and water poilution laws,
were found in the large majority of cases. Accord-
ing to the study director, many of the bodies of
water sampled could cause epidemics of various sew-
age-derived diseases, were they not so repulsive to
potential boaters and swimmers.1l7

Inadequate sewage treatment by septic systems
almost invariably degrades lakes, particularly in
areas of high density and where second homes are
being converted to permanent residences. A 1968
study, for example, showed that 125 defective dis-
posal facilities contributed as much phosphorus to .
Cormorant Lake, Minnesota, as came from natural
sources.l8 and the effects of septic tank leeching
over 10 years changed Cochran Lake in northern Wis-

consin from a pristine lake to a "“300~acre algal

pond."19
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Erosion from leisure developments during con-
struction phases is another major contributor to
water quality problems and is compounded by storm
water runoff. The usual result of such pollution
in both natural and artificial lakes is the rapid
accumulation of silt and sometimes septic muck on
the lake bottom. Such siltation along with accel-
erated eﬁtrophication of the lake is the result of
mineral or nutrient enrichment of the lake water
which accelerates plant growth and can turn the
lake into a swamp.

Artificial Lake Developments. Many second

home developments include man-made impoundments de-
signed for fishing, water sports, and scenic effects.
Such artificial lakes are easily polluted and should
be constructed and managed with special care. 3ac-
cording to the U.S. Geological Survey, "real estate
lakes,; because of their nature and manner of crea-
tion, are more susceptible to eutrophication than
are most natural lakes."20 The size of the water-
shed is a crucial factor in providing a cleansing
water flow necessary for a healthy lake environment.
Many artificial lakes with limited watersheds turn
out to be too small to absorb the effects of adja-
cent land dévelopment such as siltation from runoff
and erosion. A North Carolina study determined that
the watershed must be at least five times the area
of the lake itself, with the ratio rising to 20:1
in the Virginia Piedmont, and probably climbing much
higher in less humid areas.Z2l

Sedimentation resulting from construction and
shore erosion causes widespread problems for arti-
ficial lakes. Accordingly, the U.S. Geological
Survey recommends that all grading for roads, sewers,
and utilities be done prior to construction of proj-
ect lakes, that buffer zones of natural vegetation
at least 50 feet wide be left along all contributing
streams, and that some degree of control be sought
over other developments in the lakeshed. In short,
careful site selection is not enough for such lakes;
thorouéh and continued management is essential.??
The environmental hazards that artificial
lakes can present are exemplified by the case of Mine
Run, a recreational subdivision in Warren County,
Virginia, in the Massanutten Mountain-Blue Ridge
area.23 The developers of the subdivision construc-
ed three earthen dams across Mine Run Creek to create

a series of recreation lakes for residents of the



subdivision. Mine Run Creeék, at its point of dis-
charge into the uppermost reservoir, was already
darkly silted, and each of the reservoirs had small
but well formed deltas just below the point of the
Creek's discharge.

The erosion of the land and siltation of Mine
Run Creek was further aggravated by irresponsible
cleared when the

development practices. The area

reservoirs were constructed, was still bare when
observed during field surveys in 1973, and slopes
around the reservoirs showed evidence of gullying,
with the loosened earth washed directly into the
the three dams had not been

reservoirs. Moreover,

properly maintained. Storm water washed out a
large portion of one of the dams so that the water
cut a gorge through the easily erodible earth im-
poundment, further aggravating the siltation of the
Creek. A Forest Service District Ranger reported
that the siltation of Mine Run destroyea what was
once one of the best natural trout streams in the
region.24

Erosion, Siltation, and Landslides. Erosion

is a major problem common to recreational subdivi-
sions, especially resulting from improperly located
and poorly constructed roads. For example, at Lake
Tahoe, California, erosion from subdivision roads,
which ranges from 40 to 165 cubic yards per mile,
accounts for 48 per cent of the sediment entering
the lake, the greatest single source.23 In Nevada
County, California, 160 miles of streams, which
comprise 37 per cent of the County's total stream
milage have been damaged by siltation, stream bank
alterations, and domestic waste from recreational
subdivisions.?® Sediment from second home devel-
opments even shows up in satellite photographs of
the marine waters along the west coast of Florida.27

Development can significantly increase sedi-~
mentatiﬁn rates. The sediment loading of Lake
Barcroft in Virginia rose from 19 to 75 cubic feet
per acre per year during the urbanization of its
watershed.?8 california estimates that erosion
during construction is 10 times that derived from
cultivated land, 200 times that from pasture, and
2,000 times that from forest land.29

The Mine Run project further illustrates
these points. Twice during the course of this
study, conditions in the subdivision were observed
during moderétely heavy rainstorms which produced

excessive runoff. Rivulets cut deeply into the

" region.
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roads: tire worn depressions turned into small
watercourses, and small creeks into which the run-
off was discharged were discolored by eroded soil.
Elsewhere in the Massanutten Mountain-Blue
Ridge area, ski slopes alsc present considerable po-
tential for erosion and aggravation of stream sil-
tation. Several ski runs showed evidence of severe
erosion when visited by the research team, and
officials at one ski resort said that they had re-
seeded their slopes three times.30 Under even the
best conditions, mountain areas with steep slopes
and thin soil are prone to relatively high storm
water runoff. According to a report of the Lord
Fairfax Planning District Commission (LFPDC), run-
off "exceeds 25 per cent of the total rainfall in
some areas."3l According to the District Water
Management Plan, this situation is primarily due to
a combination of "steep and irregular terrain cou-
pled with a comparatively shallow soil cover."
construction on poor soils is also a serious
swell-

problem in the Rocky Mountains. Slide areas,

ing clays, gypsum shales, joint systems, bedding
planes, and runoff areas all prove unhappy building
sites for unWary consumers , and construction thereon
threatens oblivion to downhill or downstream neigh-
bors. In one New Mexico development, 58 per cent of
60,000 acres platted for subdivision exhibit severe
limitations for low building foundations, roads, and
septic fields as well as being poorly suited for
lawns and gardens.32 During the period from July.
1972 to April, 1973, 43 per cent of subdivisions re-
viewed by the Colorado Geological Survey had plans
inconsistent with geological conditions. A proper
site analysis would cost only seven dollars per lot
buyer, "probably less than a home owner would spend
on his mail box."33

At the extreme end of the erosion spectrum are
those second home developments whose poorly planned
road systems divert Qater out of natural drainage
courses and undermine the ability of slopes to sup-
port'themselves, thereby accelerating the natural
process of land siippage. Some large recreationai
developments are located in actual landslide, mud-
flow and alluvial fan areas, with individual cabins
and condominiums constructed in known avalanche
chutes and rockfall zones. For example, geclogists

foresee major structural damage and loss of life in

the event of major earthquakes in the Lake Tahoe
34



One of the better documented cases of land
slippage is that of the Marble Ski Area on Mount
Daly, Gunnison County, Colorado.35 In June of
1972, after a detailed site investigation, the
Colorado Geological Survey warned County officials
that the proposed development—--including some
8,000 condominium units--was in an area of docu-
mented landslides and mudflows. Nevertheless,
County officials approved the project and construc-
tion began. The first landslide resulting from
road construction occurred on May 14, 1973. Six

days later, according to Rocky Mountain News, "Tons

of waterladen silt, rocks, trees and other debris
roared down Carbonate Creek Sunday afternocon into
the town of Marble." By late July, the Colorado
Land Use Commission was calling the Marble Ski
Area a "major hazard to public safety.”

Hydrology and Floodplains. Road pavement and

roof tops in recreational projects increase the im-
permeability of watersheds, and can cause major
hydrologic changes in the timing and volume of
stream flow in fragile headwater areas. Increased
jimpermeability results in greater variations in
flows with more floods during heavy rainfalls,
smaller volumes during droughts,and shorter elapsed
times between rainfalls and peak flows.

In mountain subdivisions around Lake Tahoe,
one out of every six acres is often occupied by
roads and structures. As a result, normal peak
runoffs from heavy rainstorms have increased two or
three times, leading to bank erosion, channel scour-
ing, and loss of fish habitat in affected streams.36
Though buildout is low at Apple Mountain subdivision
in Warren County, Virginia, there has been a mea-
surable increase in flood frequency along a small
drainage area where water backs up behind a natural
constriction in the stream valley.37

Elsewhere in the Massanutten Mountain-Blue
Ridge area of Virginia, the construction of one
resort development will produce vastly increased
water runoff due to extensive alteration of the
landscape. The first stages of development are
taking place in a large, forested bowl called "the
Kettle."” Although the developers are rightfully
proud of their decision to leave 57 per cent of the
land in undisturbed open space, large forest areas
have been cleared and converted into ski slopes.38

A large golf course is also planned. The extensive
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road network c¢reates an impervious surface, as do
the large packed-earth parking lots sufficient to
accommodate 700 cars. Construction of a reservoir
to store and provide water for snow-making equip-
ment may serve as a retention facility for storm
water, but without measures to contain and retain
flows through nearby Harshberger Gap, there could
be extensive alteration of the hydrologic charac-
teristics in the streams flowing from the Kettle.
This potential change may be similar to the in-
creased water runoff in a small watershed which
drains another large subdivision in the Blue Ridge.
There, the increased runoff, which backs up behind
a small gap through which the stream flows, has re-
sulted in an increase in the boundaries of the 50-
year floodplain. 3%

Second home development along creek and rivex
floodplains is widespread, and periodic flooding
seems almost an accepted event by some owners. To
date, the problem has been treated largely as a con-
sumer issue. Questions should be raised, however,
regarding the extent to which public expenditures
may be required in the future for protecting second
home developments from flood damage, as well as the
preemption of potential reservoir sites by develop-
ment in floodplain areas.

Estuaries and Shorelines. The impact of second

home development on coastal areas has been massive.
Some major estuarine resources have been nearly de-
stroyed by development such as the destruction of
25 per cent or 9,000 acres of Ocean County, New
Jersey's 36,000 acres of wetlands.430

A report made for Florida's governor and execu-
tive cabinet on the environmental effects of recre-
ational canals along coastlines and estuaries listed
many types of environmental injury:

The practice of developing waterfront prop-
erty by excavating artificial canals causes
environmental degradation which reaches be-
yond the boundaries of the immediately devel-
oped property and therefore affects the pub-
lic interest.

The almost universal characteristic of these
deep, narrow box-cut canals and dead-end con-
figurations is sluggish circulation and a
lack of flushing action, compounded by insuf-
ficient tidal exchange or a lack of adequate
gravity flow due to flat terrain.

The lack of water exchange characteristic

of these canals leads to an accumulation of
oxygen—-demanding and toxic sediments and
organic wastes, causing low dissolved oxygen,



objectionable odors, floating sludge, fish
kills and anaerobic and septic conditions.

Eutrophication of limited-circulation
canals is greatly accelerated by a heavy
pollution load due to the increased
population density in relation to shore-
line length. The sources of pollution
include urban runoff, septic tanks, sew-
age effluent and live-aboard houseboats.

In fresh water canals, these adverse effects
are compounded by heavy infestations of
aquatic weeds, the application of herbicides
and the addition of decaying vegetation to
the accumulation.of oxygen-~demanding bottom
sediments.

These conditions produce waterways with a
paucity, or a complete absence, of desir-
able fish and aguatic life and which event-
ually become so contaminated that they are
unsafe for body contact. This investiga-
tion shows that the water in most of Florida's
canals cannot meet federal and state water
quality standards, and canal characteris-
tics may make it impossible for these water-
ways ever to achieve these minimum legal
standards.

Many of these canals are deep incisions into
the aguifer and threaten underground water
supplies either by lowering the water table
through drainage, or by the flow of con-
taminated canal water into the aquifer.

The contaminated condition of labyrinthine
canal systems presents a health hazard to
both animals and humans, threatens the
quality of receiving waters, and creates
costly problems in maintenance for both
individual property owners and public
agencies.

The consensus of contributors to this in-
vestigation is that the present trend

toward proliferation of canal-type devel-
opments, if continued unabated, will lead
to an environmental disaster for Florida

citizens.4l

A similar study by the Virginia Institute of
Marine Sciences of a proposed development on the
waterfront in Virginia's Stafford County concluded
that canals along Aquia Creek, a fish spawning and
nursery area, could only be harmed by “increased
pollution loads and boat traffic. .n42

Recreational land development can have other
impacts on the land water interface than filling
in, pollution, and depopulation of estuarine and
marsh life. Development of the shoreline by bulk-
heading, dune destruction, and replacement of
natural dune Systems with man-made "barrier dunes"
often contributes heavily to shore erosion.43 1In
their natural state, storm over-wash and the cush-

ioning effect of marsh areas provide for deposi-
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tion of new sand for shereline and beach. However,
construction of barrier dunes, breakwaters, and
bulkheads diverts wave energies along the shore
rather than inland, preventing deposition of sand
and creating long-shore currents which erode both
beach and shoreline, as seen at Miami Beach and the
North Carclina Outer Banks.

A particular shoreline problem along Atlantic
coastal areas 1s posed by hurricanes, whose tidal
waves and floods generally cause more damage than
their winds. The Florida Gulf coast north of Tampa
is especially susceptible té hurricanes, and much of

the second home development between the coastal high-

.way and the shoreline is only three to five feet

above sea level. Pinellas County has initiated
flood zoning in an attempt to control development
in fleood-prone areas so as to qualify for protection
under the National Flood Insurance Program. Adja-
cent Pasco County has rejected such flood zoning,
even though almost all of its newest coastal devel-
opment lies within the hurricane flood zone.44

The fact that the new Second home developments
in this low-lying coastal area have so far escaped
hurricane damages unfortunately encourages complac-~
ency. The manager of one project observed, "I've
been here for 15 years, and we haven't had a single
bad hurricane in all that time."” But a plannexr
from the Pasco County Planning Department warned:
Yift. . L

People think the so-called 50 or

"It's not a matter of It's simply a
matter of 'when.’
100-year storm won't come for 50 or 100 years, but
it 'could happen next week. When we have a major
hurricane in western Pasco County . . . it will be
a tragedy."45

Air Quality. Disturbance of natural terrain
can lessen local or regional air quality by creat-
ing dust during and beyond the r~onstruction phase
of a project. In New Mexico, in June, 1973, the
state Air Quality Control Board officially ordered
Horizon Corporation, a major recreational land de-
veloper, to prevent sand and dust from blowing off
subdivision roads. Some lots in the development
were reported covered with as much as one and one-
half feet of sand. New Mexico officials esti-
mate that such subdivision roads are the source of
700 million tons of blowing dust per year--enough
to "cover Albuquerque one foot deep."46

Air quality can also be damaged by exhaust from

increased automobile traffic in second home areas.



These problems are especially likely in nountain-
ous reglons where temperature inversions are com-~
mon, such as in the Blue River Basin of Summit
County, Colorado where heavy incrgases in air
pollution are expected from automobile exhaust
emissions and wood-burning fireplaces during peak
recreational weekends.%47
Solid Waste. Many officials interviewed dur-
ing this study commented on the solid waste prob-
lems caused by second home development. U.S.
Forest Service officials in Virginia report the
diversion of personnel, time, and equipment from
normal duties to roadside clean-up along routes
leading to second home areas.48 An official of
the New Mexico Environmental Improvement Agency
says that increased line items for solid waste
control in county budgets were a stark indication
of the problems faced by second home areas,??

Fish and Wildlife. As natural environments

are replaced with recreational subdivisions, £ish
and wildlife populations change accofdingly, some=
times for the better and sometimes for the worse,
depending on cne's point of view. On the positive
side, it\is worth noting that creeks capable of
supporting only minimal aquatic life can be turned
into substantialvbass lakes suitable for recre-
ational .fishing, and that forest clearings and
shrub plantings may even attract, at least in the
short run, more deer and other wildlife by increas-
ing food supplies.

On the other hand, habitat destruction and de-
creasing fish or wildlife populations may be ex-
pected over the long term , as recreational devel-
opment and occupancy .intensify. These effects
may extend beyond the boundaries of projects them-
selves. For instance, the Virginia Water Control
Board warns of probable State Health Department
action to ¢lose oyster beds to harvest--an issue
of major importance to commercial interests on the
Virginia coast. Along Big Grizzly Creek in Plumas
County, California, developers of Crocker Mountain
Estates had just completed extensive clearing of
roads and lots when the whole area was hit by a
major storm in August, 1967, silting stream bot-
toms and reducing aquatic life by an estimated
80 per cent.50

Studies are lacking and informed opinion varies

greatly on the effects second home owners have on
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fish and w;ldlife populations as a result of their
angling and hunting activities. Severe impact is
possible, at least locally. Other impacts may be
more subtle, such as forced changes in daily routines
or migration patterns of certain species. To date,
little special concern has been expressed about the
impacts of second home developments on endangered
species of fish and wildlife. In the Lake Tahoe
region, for example, 13 wildlife species are on an

"undetermined,"” "rare,"” or "endangered" status.>1
Almost all of them are highly intolerant of man's
activities. Some face extremely intensive threats.
The Anthony Green Heron depends almost entirely on
shor€line habitat; which is being rapidly urbanized.
The Tampa Bay Regional Planning Council has identi-
fied wildlife species of rare, endangered, peripher-
al, and undetermined status in‘the Florida counties
within its jurisdiction, but no program has been
suggested to protect key habitat areas from modifi-
cation by second home developments.52

Critical Environmental Areas. Much recreational

land development is attracted to areas lacking the
natural capacity to sustain intensive development,or
areas which would better serve the needs of society
if left in their natural state.

A study undertaken by Florida's Tampa Bay Re-
gional Planning Council concluded that recreational
development there was attracted to th; most fragile
natural environments, and avoided lands most suited
for urbanization.33 Consequently the Council has
classified county lands by recommended uses. Some
highly fragilé or critical lands are classified
"preservation" where it is of prime importance to
retain the character of the region by leaving them
in their natural state. The category "conservation"
covers fragile lands that are to be developed care-

fully, if at all. A third category is termed "suit-

able for development.” Though most lands in the

Council's region fall into the third category, many
resource conflicts exist where inappropriate devel-
dpment occurs on preservation or conservation lands.
The Council states:

Almost 179,000 acres of preservation land
areas are left in the region and much of
this area is currently in peril. Over
709,000 acres of conservation land areas
exist in the region and vast stretches of
this land face development pressures today.
Over 108,000 acres of land resources cur-
rently are developed in a manner which re-
sults in resource conflicts. The antici-



Special care must be taken to protect groundwater gquality in

these coastal sand dunes.

pated growth of the region will convert from
16,000 to 22,000 acres each year into urban
use. Although almost 1,200,000 acres of

land are vacant that are suitable for devel-
opment without special restriction, the de-
velopment conflicts will continue to increase
at a rate of 12.1 percent per annum, or about
six acres out of every ten that are developed
will generate resource conflicts.54

In the Tampa Bay region 60 per cent of urban
development will be in the wrong place environmen-
tally, while land highly suitable for development
will be ignored, according to the Council. Preser-
vation conflict areas, where development has de-
spoiled natural areas deemed most useful when undis-
turbed, already account for 4,194 acres of the Tampa
Bay region, and this acreage was expected to almost
double between 1972 and 1975. Present "conservation
conflicts" are predicted to increase by 33,682 acres;
to a total of 144,099 acres during the same time.
Almost 60 per cent of land to be developed between
1972 and 1975 was expected to involve proposed con-
servation or preservation lands.

The Regional Planning Council provides insight
as to what this means in practical terms:

The existing mangrove areas in the region
support a significant sport fishing in-

dustry as well as certain well-documented
ecological functions. Anticipated use of
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fragile environmental areas, such as along

the mangrove areas in the region indicates

a reduction in forestation estimated at close
to 50 percent in the coming decade. . . .
Freshwater swamps in the region still face
the peril of destruction from land develop-
ment. . . . The benefits to man from preser-
vation of these [swamp] areas relate to water
supply protection, the sport fishing and hunt-
ing industry, and the unique aesthetic values
of the areas. . . . The hurricane flood zone
is undergoing the majority of intensive land
use changes throughout this region. The
critical nature of development in this =zone
is reflected in the fact that it represents
only 10 percent of the region but a majority
of new construction.55

The Florida critical areas are considered so valu-
able and fragile that the Florida Coastal Coordinat-
ing Council has récommended that all coastal marshes
be designated "preserﬁaticn areas." In such areas
no alteration should be undertaken unless proven to
be in the overriding public interest. Unfortunately,
even this measure may be insufficient since all ur-
ban developments above the wetlands direct their un-
‘wanted storm runoff, domestic waste water and other
pollutants downhill into adjacent coastal wetlands.
Aesthetics. Part of thé concern over recreation-
al land development is a reaction to the aesthetic
impact of development--the removal of vegetation and

construction which blights or blocks scenic vistas,



Roads carved into this mountainside recreational subdivision degrade the aesthetic quality
ment, as well as threaten to cause siltation of downhill streams.

and the architectural quality of the housing it-
self. Second home projects can destroy a marsh
vista, intrude on a skyline, or light up a moun-
tainside that once loomed black against the night
sky. Aesthetic impacts range from the "invasion"
of wilderness by development to what the Nantucket
Islanders simply call a "loss of charm" as small
villages are transformed by growth and development.
No matter how well a second home project is planned,
engineered, constructed, and operated, its mere ex-
istence in a fo;merly primitive or wilderness area
stirs strong emotions and reactions among many
people. Such chahges are felt most by those who
knew the area as it existed before development.
Landscape architects and planners speak of the
"gateway effect"--the attractive framing of the
entrance to an area as small as a yard or as large
as an entire region which reflects the character
- of the place and its people. Both these kinds of
effects are evident in Virginia's Massanutten
Mountain-Blue Ridge area. Warren County has shown
little sensitivity to its gateway, the entrance to
the county through the Blue Ridge's Manassas Gap on
Route 55. Just to the north of Route 55 in Warren
County lies an extensive second home subdivision.

The land has been cleared, some of it by farmers
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of the environ-

for earlier use as pasturage. All the lots have

been sold, but not many homes have been built yet.

However, those few structures which do exist stand
out starkly on the hillside--the traditional A-
frames and other assorted prefabricated houses,
along with a few trailers. Though not densely de-
veloped, this subdivision has dramatically altered
a serene Blue Ridge vista.

Likewise, the precipitcus slopes of the north-
west flank of the Massanutten in Shenandoah County,
Virginia are dotted with second homes. The owners
of those homes have a spectacular view across the
Shenandoah Valley. At the same time, the grand
sweep of this magnificent mountain has been broken

by their presence.

Impacts on Public Lands

Many recreational land developers are attracted
to areas near public lands--state and national parks,
forests, and wildlife management areas. These sites
are not only rich in natural amenities, but they
nave the added benefit of offering free recreational
facilities and protected natural landscapes to rec-
reational property owners. The subdivision of pri-
vate property, however, on inholdings (scattered par-

cels of private land within the boundaries of nation-



al forests) and adjacent to public lands, creates
a number of major administrative and environmental
problems for public lénd managers.

One of the most serious effects of recreational
subdivisions on public lands is their interference
with public land acquisition programs. For example,
the U.S. Forest Service still has a land acquisi-
tion program in effect. But much of the land which
they have slated for public acquisition into the
naticnal forest system is under competitive pres-
sure from recreational land developers who are
usually willing to pay more for the land.

Problens %n the George Washington National For-
est in northern Virginia illustrate those being ex-
perienced in many other parts of the country.56 The
Forest Service currently owns 934,847 acres in the
George Washington National Forest, but has a pur-
chase boundary comprising more than 1.6 million
ac%es within which it may acquire additional land
when funds are available.®’ Funds are limited,
however, and there is intense competition for them
among various forest districts around the country.
Recreational land development pressures have made
land acquisition even more difficult for the George
Washington National Forest. For example, the
Forest Service was attempting to purchase the Mas~
sanutten Mountain Kettle at $90 an acre, a unique
geological feature adjacent to the National Forest.
The owners, however, demanded twice the price, and
sold it to a recreational land developer. The land
is now the site of the Massanutten Ski Resort and
second home community. VA ranger from the George
Washington National Forest summarized the acquisi-
tion problem as follows:

_ Land values are soaring because of specula-
tion and [recreational subdivision] develop-
ment. It has become increasingly more dif-
ficult to purchase lands planned for recre-
ation because of high prices and quick sales
to developers. Inholdings, whether suitable
or unsuitable for development, are being
purchased or looked at for possible subdivi-
sions. Most of these tracts were planned
for National Forest acguisition but it is
nearly impossible to compete with developers.
Many inholdings are key tracts that, if sub-
divided, change the whole character of the
surrounding land for most forest uses.58

Public land managers face a host of other prob-

lems caused by adjacent recreational land develop-
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ment. One study from a national forest in Arizona

mentions several of these problems:
Too little consideration has been given to
waste disposal by most of the subdivisions.
Residents are routinely depositing garbage
in containers in picnic areas, making un-
authorized dumps on public land, or simply
scattering their waste indiscriminately
along roadways. . . Public recreation
areas in the study area are extensively
used by residents to the exclusion of tran-
sient recreationists. . . . The development
of subdivisions reduces habitat and restricts
movement of wildlife. . . . At some undeter-
mined density, the subdivision development
will begin to directly or indirectly inter-
fere with the various product and service
outputs from the National Forests. The regi-
dential growth will progressively create ob-
structions to, for example, the volume of
timber harvested, the kind of recreation
opportunity provided, or the quality of water
produced. 59

Forest Service officials also cite other impacts
on public lands caused by recreationai land develop-
ment.80 For example, existing public recreation-
al facilities are overburdened. Fire hazards are
increased by inexperienced second home owners burn-—
ing trash or campfires on dangerous days. Since
they are usually widely scattered throughout the
area, it is difficult to notify and educate second
home owners about fire dangers. Private lands which
once were open to the publie for hunting and recre-
ation are posted by subdivision property owners,
shifting increased hunting and recreation pressures
onto public lands. Second home owners also strongly
object to timber cutting and management practices on
adjacent public lands.

Primitive Forest Service roads are subjected to
increased traffic loads from recreational property
owners. And in some cases, poorly surveyed lot lines
in recreational subdivisions wander across national
forest boundaries, resulting in conflicts of owner-
ship and use.6l

Requests for special permits granted for ease-
ments to run power lines, water and sewer lines, ac-
cess roads, and ski trails across public lands are
particularly threatening. The Forest Service has
granted many such permits in the past, but they are
becoming increasingly controversial. Such things
as power lines detract from the otherwise natural
setting of the forest, and other improvements such

as roads seem to only encourage more development.
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CHAPTER 4

ECONOMIC IMPACTS OF RECREATIONAL LAND DEVELOPMENT

Recreational land development can have beth
positive and negative economic effects on local
communities. On the positive side, development can
produce property tax surpluses under certain condi-
tions, increase retail trade, and generate new job
opportunities during both project construction and
operation phases. On the negative side, the costs
of providing public services such as water and sewer
services, police and. fire protection, and road main-
tenance and snow removal to recreational subdivi-
sions -can result in fiscal deficits under certain
conditions. Displacement of existing jobs may occur
as land uses change, and local residents may find
their payvchecks buying less as thea costs of land
and housing, public services, food, and fuel are
driven up by increased demand.

This chapter examines the two fundamental eco-
nomic effects of recreational land development: its
fiscal effects on local government (will the taxes
qeneratea by the development cover the costs of pro-
viding public services for that development, and
under what conditions?); and its effect on the local
economy, including employment, retail trade, pro-

perty values, and housing costs.1

Agsessing Economic Impacts

Development Characteristics. Several factors

contribute to the economic effects of any recre-
ational land development. One major factor is the
kind of development involved--its type, size, level
of improvements, and so on. Unimproved recreational
subdivisions which involve minimal second home con-
struction generate relatively few tax dollars since
property taxes are based on the improvements made on
each lot. They also result in little developer and
consumer spending in the local economy. At the

same time, subdivisions with little or no occupancy
cost the local government little in the way of pub-
lic services. One of the major costs may be the
change in economic use of that property from agri-
culture or forestry to residential use. Although sub-

divisions are generally taxed at higher rates than

agricultural land, they alsc preclude alternative

- economic uses; thus, economic opportunities may be

lost.

Improved second home developments and resort
communities generate substantially more tax dollars
and also reguire more public services. In the early
years of development, as second homes are being
built, revenues for property taxes tend to more than
cover the costs of public services. As projects be-
come fully developed, and if second homes are con-
verted to permanent homes, service costs may exceed

revenues.

The Local Economy. Recreational land develop-

ments can involve major expenditures for engineer-
ing, site design, recreational facilities, housing
construction, and other items. The extent to which
these expenditures are made in the local economy
depends upon the characteristics and diversity of
that economy and the policies of each developer.

For example, the local labor force may not be suffi-
ciently large or skilled to handle major recreation-
al land development projects. In the early years of
development at Lake Tahoe, for example, many of the
construction workers had to be brought in from other
cities because they were not avallable in Tahoe it-
self. Similarly, if local business cannot supply
developers with the construction materials and
equipment they need, the developers must purchase
them elsewhere.

Diversified, large~-scale economies have the
greatest ability to cipture development expenditures.
They also have a larger multiplier effect. This
means that each dollar spent directly for develop-
ment purposes is also spent again for other pur-
poses; thus, its effect throughout the economy is
multiplied. According to several studies, recre-
ational land development can have a multiplier rang-
ing between 1 and 2.2

The Local Government. Another factor which

affects the economic impact of development is the
capacity of local governments to provide the neces-
sary public facilities and services. The critical
question is whether existing facilities and services

are adequate.to absorb the demands by new develop-



ment, and if not will new development generate the
necessary capital to expand local facilities and

services? Does the sewer system have sufficient
capacity to absorb new development? Will more

schools have to be built? Will more teachers or

policemen have to be hired?

Local fiscal policies, such as tax rates, the
types of taxes used, and the rates at which pro-
perty is assessed also play an important role. In
some areas assessment practices have a bigger ef-
fect than anything else. Most local governments
increase assessments only slightly when land is
subdivided, leaving the major jump in taxes for
when the housing is built. In other communities,
where second home developments are given higher
assessments as soon as they are subdivided, the
fiscal effects will be much different. The use of
such techniques as homestead exemptions to shift
the tax burdens from permanent residents to season-—
al residents can also affect the tax impacts of
second home developments.

Secondary Impacts. Secondary economic impacts

of recreational land development are very difficult
to quantify, but they should still be considered in
any comprehensive evaluation of development impacts.
Major recreational land developments can act as
catalysés for more growth. 1In some cases, major re-
sort developments have attracted other less im-
proved recreational subdivisions to a community,
which attempt to benefit from the market creéted by
the more visible and more widely publicized resort
projects. New jobs created by second home develop-
ment have, in some cases, attracted significant
numbers of service employees from outside local
jurisdictions, thus straining public services and .

facilities (especially schools) even more.

Fiscal Impacts on Local Government

The fiscal impacts of recreational land devel-
opment involve the costs of providing public ser-
vices to developments versus the tax revenues gen-
erated by those developments. The most important
consideration for local government is the net im-
pact:

do tax revenues cover the costs? The two

major issues are: what services do recreational
land developments require, and how do costs and
revenues vary over time according to project char-

acteristics and local government capabilities?
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Cost-revenue analysis is still an evolving
technique, and an exact determination of net fiscal
impacts is often difficult to make. However, much
can be learned by examining some of the direct costs
and revenues which local governments have experienced
with recreational land development to-.date. Deter-
mining secondary costs and benefits is even more
difficult and is beyond the scope of this analysis.

The fiscal impacts of develcopment vary signifi-
cantly from one community to another. As a rule, a
rural community with few government services and fa-
cilities will face more serious fiscal impacts than
a larger, more developed community. This is espe-
cially true for recreational land development in re-
mote rural areas where vital publie sgrvices and
facilities are either inadequate or unavailable.3
These communities may be forced to raise taxes, in-
crease user charges, or create special taxing dis-
tricts to cover the costs of providing services to
second home owners. On the other hand, where there
is excess capacity in existing community facilities,
local governments may only face increased operating
and maintenance costs in the early years until growth
outstrips existing capacities and new capital im-
provements are required. ‘

Costs of Facilities and Services. One side of

the fiscal impact eguation involves costs: capital

costs (for constructing a regional water or sewer
system, new schools, or a new fire station), and
operating and maintenance costs. In the following
section, six major cost categories are examined:

(@3]

(2) roads;

utilities (including water and sewer services);
(3) schools; (4) police and fire protec-
tion; (5) health and welfare services; and (6) gen-
eral government administration.

Utilities.--The most important utilities for
local governments to consider are the water and
sanitary sewage systems. Other utilities include
gas, electricity, and telephone service, but these
are generally provided by public utility companies
to individual property owners, and are not usually
a burden to local government. Water and séwer Sser-
vices are the major concern. Less than 10 per cent
of all recreational subdivisions registered with
OILSR contained or had access to public sewage dis-
posal systems. Most recreational subdivisions
rely on private wells or community water systems
run by a property owners ' association, with individ-

ual septic tanks for sewage disposal.



Even these privately built and supported facil-
ities may impose costs on the locality. New Mex-
ico currently has only enocugh water within the
state to support a population of 850,000 people
without diverting water from existing farming and
industrial uses or buying water rights outside the
state (the current population of New Mexico is
over one million and the state is buying water from
Arizona).4 However, there are already enough sub-
divided recreational lots in New Mexico‘to triple
the present population, if they are fully devel-
oped. To date, the policy of some local govern-
ments in New Mexico has been to refuse water ser-
vices to new developments. The Albugquergue City
Commission ‘recently voted to deny water line ex-
tensions to subdivisions outside the city limits.>
While such an action saves local governments the
co3:s of providing services in the short run, it
may not be a practical long run policy. As recre—
ational property owners move into the state and
become a stronger political force, such measures
may no longer be politically acceptable.

Local governments will get by with few or no
costs for water supply and sewage disposal systems
as long as private systems function properly. Of-
ten, however, it is only a matter of time before
failures occur and community health is threatened.
The costs of installing new systems in many of
these developments may exceed the ability of many
second home owners to pay, and local government
will be forced to step in with subsidies from the
general tax base.

One second home subdivision in Warren County,
Virginia, had a "central water system" installed
by the developer. It was not, however, constructed
to state standards, and was condemned by the state
health department in 1968. It was then taken over by
the property owners' association and brought up to
state standards. The chairman of the county plan-
ning commission felt that it was only a matter of
time until the county would have to supply water
and sewer services to the project.®

The lack of adequate sewage treatment facili-
ties is one of the most serious problems associ-~
ated with recreational subdivisions. Many rural
governments have approved high-density recreaticnal
land developments whose only means of sewage dis-

posal are septic tanks. - While 89 per cent of the
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recreational subdivisions in Pike County, Pennsyl-
vania used septic tanks, the state Soil and Water
Conservation Commission claimed that soils in the
area were generally unsuitable for septic tank use.7
A study in Larimexr County, Colorado, found that 64
per cent of the wells in one second home develop-
ment were polluted by human waste.8 Five counties
in Northern Gecrgia, where considerable recreational
subdivision has occurred, operate no public sewage
systems and have no plans to build any.9

A study conducted in rural Colorade found that
after the subdivision of over 5,000 recreational
lots in Summit County, demands for sewef services
had outstripped the resources of the local tax base
to finance them.l0 OQutside financial assistance
was sought, but there were problems with that, too:
"Repeated grant requests fo finance a growing number
of plants in an area where water guality is thought
to be degenerating has prompted the EPA to curtail
additional grants pending proof of regional plan-
ning."11 In short, the major fiscal costs of pro-
viding adequate water and sewer services to recre-
ational subdivisions have yet to be faced by many
host communities.

' While water and sewer services are the major
utilities of concern to local government, others
should also be mentioned.

Electricity is usually provided by public util-
ities, and directly charged to the users. This is
not always the case, however. In the rural areas of
Lassen County, California, electricity is provided
by a rural electrical cooperative which operates
undervfederal guidelines obligating it to provide
pdwer to anyone in the county. Officials of the
utility company fear that if scattered recreational
development continues, it will go bankrupt.l2

Although not a utility as such, solid waste
dispasal imposes costs on local governments. Costs
of collection and disposal facilities (usually coun-
ty-run sanitary land fills) must be considered.
Urban households produce almost twice as much solid
waste as rural households.l3 According to officials
in Hall County, Georgia, urban housecholds continue
to produce more solid waste than rural households
even when they visit their second homes.l4

The cost of collecting solid waste from second
homes is usually higher than for permanent homes,

partly because of the remote locations of the proj-



ects, but more often because of the seasonal vari-
ations in service demands created by second home
use. A report prepared by the U.S. Environmental
Protection Agency found that ". . . the over-all
system cost per unit is much higher in recreation
areas than in high population centers where con-
tinuoué use reduces expenditures."l3 Local govern-
ments must increase staff and equipment during
periods of peak occupancy in second home areas,
elther within their own systems or by contracting
with private collection companies. A study of
towns in the Adirondack Mountains of New York
stated that "In almost all Adirondack towns it has
been necessary to provide extra sanitary landfill
hours because of the presence of leisure homes. " 16
Roads.--Roads are one of the largest expenses
which local governments face in conjunction with
recreational land development. In Deschutes County,
Oregon, for example, the largest direct governmen-
tal expense incurred as a result of recreational
land development was for road maintenance.l? Both

on-site and off-site roads should be considered.

The remote locations of some second home developments

The costs of initial road construction within proj-
ects are paid by developers. However, where there
are inadequate or nonexistent subdivision regula-
tions, these roads are often minimal and substan-
dard. In unimproved recreational subdivisions, they
are frequently nothing more than dirt roads, the
purpose of which is to provide access to new lot
sites for salesmen and customers.

There are two major reasons for inadequate
roads in recreational subdivisions. First, in many
rural areas road standards were designed for very
low densities, rather than the higher densities of
recreational subdivisions. Second, and even more
common, most of the roads in recreational subdivi-
sions are private roads which are not dedicated to
local governments for maintenance. In only 18.2 per
cent of the recreational subdivisions registered
with OILSR were on-site roads dedicated to local gov-
ernments. Most rural governments apply relaxed con-
struction and right-of-way standards to private roads,
thus allowing developers to make the least possible

investment in roads.

can increase the costs of providing public services.
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Permitting developers to install private roads
to low standards may save local governments some
maintenance costs in the short run, but may cost
them more in the long run. When the financial
burdens of road maintenance become excessive, pro-
perty owners turn to local governments for help.
And many local governments find it difficult to
refuse them, either politically or legally. 1In
Pennsylvania, for example, state law requires local
townships to accept road dedications unless they
have an ordinance spelling out construction stan-
dards, in which case the property owners along the
road must bring the road up to local government
standards before dedication will be accepted.l8
But maintenance is only one problem resulting from
substandard roads. Insufficient right-of-way width
is another more seriocus problem, since it regquires
the purchase of new land, a major capital expense.l9
Subdivision roads must be wide enough to accommodate
emergency and other public service vehicles.

Roads in a recreational subdivision near the
city of Madera, California, were accepted into the
county road system, but the cost of maintenance be-
came prohibitive. They were then placed in a spe-
cial maintenance district, which assesses all the
costs of maintenance to the lot owners.20

Off-site roads which provide access to recre-
ational subdivisions may also regquire substantial
gavernment investment for maintenance and improve-
ment. Many rural, county roads are not adequate to
meet the new traffic loads placed on them. In
1972, Okanogan County, Washington spent $5,004 main-
taining an access road to a recreational subdivi-
sion which provided only $1,637 in taxes to the
county road department and another $1,309 to the
county general fund.21 Before the subdivision
existed, the county spent only $85 per year to grade
the road. 1In addition, the road is considered un-
safe for new traffic loads by the county road engi-
neer, who estimates it will cost $125,000 to im—
prove. Second home development in Ludlow, Vermont,
is creating traffic jams, especially on access
roads to a ski resort in the town.22 Second home
growth in Ludlow has also required the maintenance
and plowing of roads which previously were not
maintained in winter. And changes in Ludlow traf-

fic patterns due to second home development will
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require that some town roads be upgraded from arte-
rial streets to major collectors.

Schools.--To many local government officials,
the most attractive feature of second homes is that
they pay the same property taxes as any other per-
manent dwellings, but send few children to local
schools. This is generally true, although there
are some exceptions. Por example, Lake Latonka, a
300-unit second home development in Mercer County,
Pennsylvania, sent 66 school pupils to county
schools in the fall of 1973.23 Recreational sub~
divisions may increase school costs in two wayé:
directly, through the generation of school chiildren
from permanent residents living in the subdivision,
and indirectly, by stimulating secondary population
growth in the community.

School busing costs for permanent resident
school children in recreational subdivisions- can rise
out of all proportion to their numbers due to the re-
mote locations'of‘some projects. In Okanogan Coun-
ty, Washington, the local school district spent
$2,136 in 1972 to bus nine children from one recrea-
tional subdivision.?4 An even more extreme case
occurred in Madera County, California:

. . a family moved intc a mountain sub-
division 10 miles from the nearest school.
In the family, there were children ranging
from grade school to high school. At 12
noon a bus delivered the gradé school student
home and made the return trip empty. At
2:30 the junior high student was delivered
home and the bus returned empty. At 3:30
the high school student was delivered home
and the bus returned empty. This continued
for almost two years and it was found that
the transportation cost to the county for
this one family amounted to $2,000 a year.
On the other hand, this family's share of
taxes to the county was $250.25

In most cases to date, recreaticnal subdivi-
sions have generated more than encugh tax deollars
to pay for the expenses of educating their children.
A study of second homes in Ludlow, Vermont, states:

Second home development has no adverse
financing effect on the local school sys-
tem over the immediate future. Instead,
second home development has the effect
of substantially increasing the tax base
without any corresponding increase in the
pupil role of the school system. 26

This subsidization of local school systems by second
home owners may not continue forever. As second
homes are converted to permanent dwellings, school

enroliments can be expected to rise. The Ludlow



study reported that over 45 per cent of the second
homes there were expected to convert to permanent
residences in the next 10 years, doubling the local
school enrollments. If this occurs, taxes from
second home owners would not be sufficient to cover
the increased costs of education. New classrooms
would have to be constructed, and transportation
expenses for busing would rise at greater than
average rates due to the remote locations of many
second homes. The Ludlo&»study also stated that
the quality of education offered would have to be
upgraded due to the higher educational standards
expected to be demanded by second home owners from
urban areas.

These increased educational expenses resulting
from the conversion of second homes to permanent
homes have already occurred in some other areas.
Waitsfield, Vermont, is one example.

In Waitsfield the school budget has more
than doubled in ten years, from $106,748
in 1961 to $253,274 in 1971, and during
this time all five towns have had to
build new schools, as part-time residepts
became permanent residents.

Recreational land developments may also in-
crease school expenses indirectly by stimulating
secondary population growth. The in-migration of
families secking employment in service jobs gener-
ated by second home developments can result in in-
creases in school enrollments. Where major second
home and resort community developments create a
local economic boom, some communities have experi-
enced in-migration of job seekers and their fami-~
lies. The population of Pasco County, Florida in-
creased from 36,785 in 1960 to 107,750 in 1973.
Most of this increase was the result of retirees
moving into the county, many of whom owned second
homes there.28 While retirees had no school-age
children themselves, they stimulated the growth of
service industries in the county. This, in turn,
attracted younger job-seeking families to Pasco
County, resulting in dramatic effects on the school
system. Three per cent of the dwellings in one
11,000-acre recreational development (almost sold
out) are occupied by full-time residents, many with
school-age children. This project alone could ne-
cessitate the construction of new schools. .In 1972,
a $15.9 million bond issue was passed to build
eight new schools in Pasco County.2? The school

system was caught unprepared for the growth in en-.

rollments, and in 1973 had to resort to a new sched-

uling system where school facilities are used on a

year-round basis.
Police and Fire Protection.--Demands for in-

creased police services depend on the size and occu-
pancy rates of recreational projects. The usual
police protection offered by rural governments often
is strained by seasonal population fluctuations re-
sulting from second homes. For instance, the size
of the Hall County, Georgia police force remains
constant throughout the year, even though the county
population more than doubles on Summer weekends . 30
While minimum national standards suggest 1.4 police
officers per 1,000 inhabitants for an area with Hall
County's population, the county has only .63 offi-
cers per 1,000 permanent residents. This ratio
drops to .31 officers per l,OOO‘residents on peak
summer weekends.

Generally, crime tends to increase with perma-
nent population growth. But second home areas pre-
sent some special problems. Sitting dark and empty
much of the year, second homes are easy targets for
burglars, arsonists, and vandals. In Ludlow, Ver-
mont, police checks on second homes increased from
three in 1960 to 200 in 1972.31 Some vandalism oc-
curs during winter months when second homes are
most often vacant. Yet one study reports that the
most serious burglaries in second home areas occur
during the middle of the week in the summers, when
second home owners tend to leave more valuable items
in their homes.32

In Windham County, Vermont, police departments
are being created where none previously existed, due
to recreational land development. Wilmington, Ver-
mont, which had no police department of its own five

years ago, now has three full-time policemen, five

_to ten special officers (depending on the time of

year), and a number of deputy sheriffs in addition
to assistance from the state poli(:e.33 Residents

of Waitsfield, Vermont, said that the police force
had to be enlarged due to increased_crime, drug
problems, and traffic congestion resulting from sec-
ond home growth.34 For years the Ludlow, Vermont
police department consisted of one full-time police
chief. In 1964 a pért—time officer was added for
weekends and summer months to help with traffic and
complaints from the lake and mountain areas. In
1968, a full-time officer was assigned to patrol the

second home areas at night. The Ludlow study states:



The volume of complaints and traffic acci-
dents continues to increase each year and
becomes especially problematic on heavy
tourist weekends when the town's popula-
tion grows to three or four times its
normal size.353

Fire protection costs to local governments can
also increase with the advent of second home devel-~
opment. In most rural areas, fire protection is
minimal and generally relies on volunteers. 1In
many rural areas, nc fire protection exists at all.
of five‘counties.containing recreational subdivi-
sions in Northern Georgia, none provided any fire
protection.3® As second homes are constructed in
recreational subdivisions, demands for fire pro-
tection services can easily exceed existing capa-
bilities. 1In Ludlow, Vermont, second homes built
on steep slopes are difficult for the town's anti-
quated equipment to reach.37 High-rise condomini-
ums present another unique fire protection problem
for some rural governments. In Summit County,
Colorado, military surplus fire trucks (which make
up the total inventory of the voluntary county fire
department) are considered grossly inadequate for
fighting fires in multi-story buildings. Remote
locations and dense forestation make danger from
fire in some second home areas even more serious.
Because of such problems, some second home devel=
opers have bought their own equipment and staffed
it themselves.38

Health and Welfare Services.--Health and wel-

fare costs can also rise with the advent of second
home developments. Some studies have reported that
-hospital emergency rooms are busiest during seasons
of greatest second home use, usually during the
summer.39 Both retirement and skiing communities
also place an added burden on local health facili-
ties. Local welfare roles may also increase with
unemployed seasonal job seekers attracted to the
area by the prospects of employment. The problem
may be aggravated kecause many of the jobs created
in éecond home areas are temporary and seasonal.
However, most unemployment payments are covered by
payroll taxes and intergovernmental transfers ear-
marked for this purpose, and may impose little di-
rect fiscal costs on local governments.

General Government Administration.--Communities

experiencing recreational land development also
face the increased administrative costs of running

local governments. These costs include such items
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as tax administration and collection, record keeping,
licensing, inspection activities, and land use plan-
ning and zoning. Most of these are operating ex-
penses, inéluding staff salaries and equipment, but
capital costs for new facilities may also be needed.
The worst situation occurs when a large recreational
subdivision is planned in a small rural community
with minimal staff and facilities to handle the in-
creased operating needs of government.

The study of second home impacts on Ludlow,
Vermont reported the need for additional administra-
tive staff assistants for the town manager, and a
full-time fire chief.40 New municipal accounting
procedures were also necessary, and the town charter
needed revision to modernize the form of local gov-
ernment.

Some of these governmental functions, such as
tax collection and planning, are necessary whenever.
land is being subdivided, regardless of whether it
Becomes developed with second homes or not. Until
recently, Grand County, Colorado had no planning
staff or any subdivision and zoning regulations.
However, a proposal for a 1,000-acre ski development
forced the county not only to hire a planning staff,
but also to employ several planning consultants to
write subdivision and zoning regulations and to re-
view the ski development.41 In Pasco County, Flor-
ida, the planning and zoning budget went from $15,000
in fiscal year 1970 {when it was first created) to
$321,000 in fiscal year 1972, as a result of mount-
ing development pressures.42 The simple subdivision
of land alone can greatly increase the costs of ad-
ministering and collecting property taxes. A 1,000-
acre tract of unimproved woodland under single owner-
ship requires only one tax notice and one deed. When
subdivided into 1,000 single-family recreational lots
it requires 1,000 tax notices and deeds. Additional
personnel are needed to maintain the records and pro-
cess tax notices. Warren County, Virginia is quite
literally running out of courthouse space to store
such records for the more than 12,000 recreatiocnal
lots subdivided there since the early 1960s. 43

In areas where widespread, unimproved recre-
ational subdivisions have occurred, tax defaults by
unhappy recreational lot owners have driven govern-
ment administrative costs even higher. Tax defaults
are especially high on property purchased through the

mail. Taos County, New Mexico, where tax defaults



are occurring on 10 per cent of the subdivided rec-
reational lots, must trace delinguent titles back
10 years and transfer them to the state, an added
administfative burden to local government. Because
of low tax rates on unimproved recreational lots
and the high costs of collecting taxes (Taos County
spent over $4,700 on postage alone for tax collec-
tion notices in 1972), local officials estimate

that the county nets about § .20 per lot.44

Revenues - Generated by Development. The major

gsource of revenue from recreational land development
is the property tax. As a general rule, property in
recreational land developments is assessed no differ-
ently than comparable property; for example, a sec-
ond home with a full market value of $20,000 would
pay the same taxes as a $20,000 primary home.43 How-
ever, in some areas of the country, developers re-
ceive tax breaks on recreational lots which they have
not yet sold (a practice common for all subdivisions).
In Deschutes County, Oregon, recreational lots still
owned by the developer are taxed at 45 per cent of
the normal rate at which vacant, single-family lots
owned by individuals are taxed.46 In Wisconsin, a
state statute called "Planner's Consideration" makes
allowances for developer's carrying costs during the
sales stages of a project by permitting lower as-
sessed valuations of developer-owned lots; A study
of Lake Redstone, a 1,498 lot second home subdivision

reported that "lots owned by individuals were charged

a tax 27 per cent to 34 per cent higher than the

lots owned by the corporation."47

The mere subdivision of land into residential
home sites usually makes it more valuable. . However,
the most substantial tax increases occur when homes
are constructed. In areas with high concentrations
of second homes, a large portion of the total pro-
perty tax can be paid by second homes. TFor example,
in windham County, Vermont, second home owners pay
more than 25 per cent of the property taxes in 10
out of 23 towns in the county.48 Property tax reve-
nues from Quechee Lakes in Vermont rose from $14,000
a year prior to development in 1969, to $174,000 in
1972, with only a small portion of the project built
out.4?2 rLake Latonka, a 1,600 lot second home pro-
ject in Pennsylvania, produced from $120,000 to
$140,000 more in taxes than the land had yielded

“rior te development.39

Net Fiscal Impacts. Considered alone, neither

the costs nor the revenues associated with recre-
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ational land development are important. The issue
is whether the revenues generated by development
cover the costs. This depends on a number of fac-

tors. One important factor is timing. Since many
second homes_have a tendency to become permanent.
homes over time, an analysis of net fiscal impacts
in the early years of a project might show a tax
surplus, while an analysis made 10 years later could
show a deficit. Local tax distribution policies
also affect the outcome of net fiscal impacts.
While the overall taxes generated by one develop-
ment in Washington state were sufficient to cover
the increased costs of education, the allocation of
tax dollars to other local government departments
left some with deficits.5l Political boundaries
may also have an effect: one jurisdiction reaps
the tax benefits of development, while its political
neighbors suffer some of the costs--without being
compensated. For example, the city of Aspen, Colo-~
rado, has benefited from gki development through
higher tax revenues, while surrounding Pitkin County
has experienced increased school and government
costs without comparable increased tax revenues. 52

Most studies indicate that recreational land
development hgs produced tax surpluses rather than
deficits to date. A survey of 30 towns within the
Adirondack State Park in New York found that 29 col-
lected a net tax surplus from second homes in their
jurisdictions.53 The town of Mashpee, Massachu-
setts, which was once bankrupt, found itself with
a year—end surplus of $249,574. According to local
officials, one resort development in the town, New
Seabury, generated $318,274 above the costs of lo~-
cal government services provided to it, accounting
for the town's healthy fiscal status.®? A recent
case study of the tax impact of a recreational sub-
division in central Oregon reportéd that the proj-
ect was ''generating $57,000 more than its service
costs."55 However, the study was skeptical about
the chances of this fiscal surplus continuing over
the long run. A study of Lake Camelot and Lake
Sherwood recreational developments in Wisconsin
reported net tax surpluses from the project accru-
ing to the town, the county, and the state govern-
ment . 56

These positive fiscal impacts are primarily
due to the fact that most recreational subdivisions

have experienced slow buildout rates to date, and

" so far include relatively few homes requiring pub-



lic services. Secondly, while there is some evi-
dence that second homes tend to become permanently
occupied over time, to date the large majority of
second homes are still seasonally occupied and
therefore make few demands on local school systems.
Another reason many rural governments show a
net tax surplus from recreational land development
is because they do not provide all the services
which new development might need. One town super-
visor stated, "The balance is currently in favor of
the town, but the reverse would be the case if the
Town of Schroon [New York] did all of the improve-

ments requested by leisure homeowners," which in this
case involved town maintenance of private roads.57
The Ludlow study included in its analysis of fiscal
impacts the costs of services which were needed, but.
which were not being met by local government. The
report states:

The immediate effect of second home devel-
opment has been to over-extend the town's
existing ability to provide services . . .
Ludlow is not providing the minimum services,
excluding the schools, that a community of

.~ its size and type is expected to furnish, due
to budget limitations. If these needs were
being met, it would mean approximately a 50
per cent increase. in Ludlow's 1973 budget
($291,632.87).58

Major capital needs may alsc be imposed upon local
governments by recreational subdivisions, the cost
of which governments may try to avoid by doing with~
out as long as possible.

Also, some local government officials state
that second home owners have higher expectations of
services fhan native rural residents, an opinion
backed up by several studies. A survey of absentee
property owners in New York reported that over half
of the respondents ranked five major public services
(fire protection, police protection, water, sewer,
and garbage collection) as "worse" than in the com-
munity where their permanent homes were located.??
Another study stated: A

The injection of new blood into an area, in
the form of urban population with high stan-
dards and high expectations of public ser-
vices, has firm and long term effects toward
upgrading the range and standards of public
services. . . . The need for more expensive
local services will arise in the future in
many areas of substantial vacation home devel-
opments . 60

Most fiscal studies deal only with actual costs and
\
revenues, and do not consider needed serxrvices which

are not provided. Using additional tax revenues to

222-878 Q- 17 -6
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lower or hold existing tax rates constant tends to
artificially inflate positive fiscal effects of de-
velopment.

While most communities have experienced posi-
tive fiscal impacts from recreational land develop-

ment to date, negative impacts are possible in some

cases. The planning director of COkanogan County,

Washington tallied the net fiscal cost of one 2,800
acre recreational subdivision and concluded, “This

subdivision will not, in my lifetime, pay for it-

self; but I'1ll be paying for it . . and so will

all taxpayers of Okanogan County."61 A study of
the tax impacts of Tejon Ranch Lake, an 8,100-acre
recreational development in Kern County, California,
computed the net tax impact of the subdivision on
the county for four different sets of assumptions
using different rates of completion and occupancy.

by permanent residents. The study concluded, "Our

projections indicate that the net costs imposed on
Kern County by the 'Project' will probably range
from about $2 million per year to over $9 million

per year, depending upon how rapidly the 'Project’

is completed and what percentage of the residents
are permanent."62

Negative fiscal impacts are most likely to oc-
cur if recreational land developments become perma-
nently occupied, especially by families with a

substantial number of school-age children. A county

commissioner from Warren County, Virginia, stated:

Prior to subdivision, a 1,000-acre parcel
of unimproved woodland (such as on moun-
tain slopes) would be appraised at approxi-
mately $100 per acre, assessed at 20% and

" at the tax rate of $3.90 will raise $780
in real estate taxes. With the current
cost of education (from local funds) being
$325 per pupil, this tax would pay the cost
of county services for one family including
education of two children.

When that same parcel is divided into 1,000
one-acre lots, and each lot is appraised at
$1,000, at the same assessment ratio and tax
rate, the subdivision will raise $7,800 in
real estate taxes, or the cost of services
for ten two-children families.

Prior to subdivision, however, with no res-—
idences on the property, there is no expense
to the county. After subdivision, the cost
to the county depends on how many dwellings
are constructed, how many are used on a full-
time basis, and how many full-time occupants
have school-age children.

For example, suppose fifty per cent pf these
1,000 lots are improved by dwellings averag-
ing $20,000 in appraised value, and suppose
fifty per cent of these dwellings are occu-



pied full-time by families with an average
of two school-age children. The tax to
the county would increase to approximately
$86,000 for the entire subdivision, but the
cost to the county just for the full-time
occupants would increase to about $200,000
per year. This does not include costs for
whatever services are required by the part-
time residents, any expansion in the present
level of services nor does it include any
capital outlay, such as additional class-
rooms for the estimated 500 additional chil-
dren.63

The fiscal balance tips to the negative side when

enough dwelling units become permanently occupied by
families with school-age children to make the costs
of educating them outweigh the property taxes gen-

erated by the project. This delayed tax impact has

prompted some to label recreational subdivisions

"tax payers time bombs . "64

The study of second home impacts on Ludlow,
Vermont concluded that:

Some second home developments can be a desir-
able broadening of the tax base for a commun-—
ity. However, at some determinable time, vary-
ing from community to community, this type of
development will begin to have an adverse ef-
fect on the provision of general governmental
services. Even when this point is reached
and surpassed, however, seasonal residential
development can still appear to have little
effect on the tax rate as long as expensive
capital improvements and increases in operat-
ing costs actually required by the new devel-
opment ‘are put off by local qovexnment.65

One problem for many rural governments is that they
have no substantial commercial and industrial bases
from which to draw taxes. In urban communities it

is accepted that single~family residences commonly

do not pay their full share of tax dollars because
such communities can rely on property taxes from com-
mercial and industrial development to make up the )
difference. Unfortunately, many rural areas do not
have other resources to fall back on. The Ludlow
study states:

The potential of as much as half of the sea-
sonal second home units becoming permanent
with school~age children and without the cor-
responding developments of the industrial base
may be, from a governmental financial pocint of
view, a serious problem.66

Impacts on the Local Economy

In addition to the fiscal effects on local gov-
ernment, recreational land developﬁent affects the
entire local economy as well. Local spending by
recreational land developers creates jobs and stimu-
lates business activity, some of which benefits local

people. Second home owners visting their vacation
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property also stimulate retail businesses,; buying
groceries, gasoline, and household goods. Develop~
ment can have other impacts on the local econony,
too. Recreational land development can also drive
up local land values and housing costs.

Community Income. There are two major sources
of income which %1ow from recreational land develop-
ment into the local economy. One consists of ex-
penditures made by developers during various stages
of project planning and construction; the other con-
sists of expenditurés made by the occupants of rec-
reational subdivisions.

Development Expenditures.--The Office of Inter-

state Land Sales Registration estimated annual na-
tional sales of recreational property at roughly
$5.5 billion. Part of this money is used by devel-
opers to pay realtors, architects, engineers, plan-
ners, surveyors, attorneys, bankers and accountants,
as well as for other expenditures such as site engi-
neering, road construction, utility installation,
landscaping, home construction, and operation and
management of recreational facilities. Developers
also need building materials and other retail and
wholesale goods. Some of these goods and services
are purchased in the host community. Approximately
one-third of the "hard costs" incurred by developers
are spent on "improvements and engineering" and
"construction of amenities."67

Some land development expenditures are made by
property owners themselves for septic tank installa-
tion, well drilling, and home construction. A study
of Lake Latonka, Pennsylvania, a 1,275-acre second
home deveiopment with 1,600 lots, estimated develop-
ment exbenditures at approximately $4 million, with
another $3 million spent by property owners on home
construction between 1965 and 1970.68 per lot im-
provements were $2,500--$1,500 by the developer and
$l,OOO by private utility companies. In Fairfield
Glade, a recreational-retirement development for
20,000 families in Cumberland County, Tennessee, the
company planned direct expenditures of £27 million
on land development and housing construction between
1970 and 1973.69 Improvement costs per lot averaged
approximately $3,500.

The propoftion of these expenditures which flows
into the host community depends on the local avail-
ability of the recuired goods and services, and on
the choices of developers and property owners as to

where to spend their money. Obviously, the smaller



High amenity resort developments often include elaborate
that local economies will benefit from expenditures made

and less diverse the local economy, the fewer de-
velopment expenditures it will capture. Of the
551 U.S. counties containing recreational subdivi-
sions filed with OILSR, over half (277 counties)
had less than 25,000 people in 1970, with total
county employment bases of less than 10,000 each.
Development expenditures vary according to
the types of recreational projects. Unimproved
recreational subdivisions which account for the
majority of recreational land development which
has occurred in the U.S., generally make no more
improvements in the land than local land use regu-
lations require. Many attempt to avoid areas with
land use controls if at all possible. Expendi-
tures by these developers for land improvements
can run as low as $200 to $300 per lot. A major
expenditure of recreational land developers is
made for advertising and sales costs, most of which
are not likely to be made in the rural host com-
munity. As far as the local economy is concerned,
the original land owner may be the only one who
stands to gain very much from unimproved recre-

ational lot sales projects, assuming he. receives a
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recreational facilities, increasing the likelihood
by developers and property owners.

fair price for his land. Aand, since much of this
property is sold to speculators who have no inten-
tions of using their property, local economies stand
to gain little more from development and improve-
ment expenditures made by lot buyers than those made
by developeré.

The proportion of direct expenditures on land
development and housing construction made by devel-
opers and second home owners in the local economy
varies. Some developers hire large engineering
firms from nearby metropolitan areas, rather than
local businesses. Housing construction is usually
done by local contractors, however, except where
home owners choose mobile homes, prefabricated
units, or do-it-yourself kits. In the case of Lake
Latonka, about 25 per cent of the total dollar ex-
penditures for land development accrued to the coun-
ty.70 Seventy-five per cent of the developer's
financing, materials; and labor expenditures were
made outside the county. By contrast, an estimated
50 per cent of the expenditures on home building
were made for locally purchased materials and paid

to local business and labor. The study of Fairfield



Glade reported that 70 per cent of total direct de-
velopment expenditures would be made "within 110
miles of Crossville."’l However, this larger re-
gion includes three metropolitan areas, all of
which stand to receive more of the developer's
expenses than Cumberland County, where the project
is located.

User Expenditures.--The national annual build-

out rate in recreational subdivisions is about two
‘per cent, meaning that these subdivisions generate
little in the way of user expenditures. However,
where second homes do exist, their owners make a
variety of expenditures in the local economy for
expendable goods such as groceries and gasoline,
durable household goods such as furniture and
appliances, and services such as home maintenance.
User expenditures generated by second home devel--
opments depend not only on thé amount of . buildout,
but also on patterns of occupancy. For example, a
recreational subdivision in an area sporting multi-
seasonal recreational attractions can expect higher
annual usage rates. Consequently, the local econo-
my will experience proportionately higher levels of
retail expenditures associated with those visits.

A number of studies have surveyed retail ex-
penditures made by second home owners in the host
community econéomy. A 1966 study of second homes
in New England reported average annual expenditures
of $1,733, not including $192.55 paid in local pro-
perty taxes.72These expenditures were made for
groceries, meals eaten out, home maintenance,
sports equipment, furniture, and other household
goods. A study of second homes in northern Minne-
sota reported average annual expenditures of $1,092
per second home ($120 of which was for local pro-
perty taxes).’3 These expenditures are broken down
into various categories in Figure 1.

The Minnesota study found a direct relation-
ship between levels of expenditures and the incomes
of second home owners; families with incomes over
$20,000 spent more than twice as much as families
with incomes under $8,000. Expenditures were also
related to the physical guality of the second homes
themselves. Families owning second homes with
"complete indoor plumbing” spent more than double
what second home owners with lower quality facili-

ties spent. The main reason for this was that

72

families with fully improved second homes visited
them more frequently.
Several other studies discuss breakdowns in

local expenditures in more detail. A detailed ac-

counting of second home owner expenditures which
remain in the local economy was made in the Minne-
sota study:

Of the $1,092 spent locally by the average
second home owner, about $500, nearly 50
per cent,was for merchandise. One=~third
may be estimated to have stayed in the
local area. About one-third or $360 was
for combination expenditures, of which an
estimated two-thirds stayed in the local
area. Since all of this was for construc-
tion, the proportion will be somewhat
higher where locally produced lumber is
available. Almost $250--more than one-
fifth=--wag spent for services, an estimated
85 per cent of which went to local residents.
Thus about $600 of the $1,092 remained in
the second~home community to generate addi-
tional personal income due to the multiplier
effect. 74

A study in Vermont found that recreational lot
owners living in the state spent only about $200 per
year at their property, while out-of-state property
owners spent approximately $710 annually (property
taxes are not included in either of these figures).’2
Other local officials have commented that the dis-
tanceibetween the second and the primary home is an
important factor in retail expenditures made by sec-
ond home owners. An agricultural extension agent
in Warren County, Virginia, commented that families
who lived fairly close to their second homes, fur-
nished them with castoffs from their primary homes,
brought their groceries with them when they visited
their second homes for the weekend, and bought
nothing more locally than a tank of gasoline to get -
back home on.76

The above data pfesent a range of expenditures
made by second home owners in various host communi-
ties. Most of the data are somewhat outdated, and
current levels of expenditures are probably higher.
Agsuming the averageysecond home owner spends $1,500
per year in the vicinity of his second home, the 3.5
million second homes in the U.S. contribute over
$5.25 billion annually to rural economies across
the country. To small, rural communities, these ex-
penditures can be very significant. In a recent
survey of 30 towns in New York, with populations of

1,500 or less, the entire economy in nine of the



Figure 1.
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towns revolved around second homes.’’/ Local resi-
dents considered second homes vital to their econo-

my. One cxample was the Town of Schroon:

. . . five building contractors, each em-
ploying about 10 local men, depend on lei=-
sure homes for 75%-plus of their business:
2 excavation contractors, employing 3 or 4
local men each, depend largely on leisure
homes; a local building supplier, who has
his own sawmill, supplies 75% of the build-
ing materials used by leisure homes; 2
electrical contractors and 2 plumbers de-
pend largely on leisure homes for their

business; and numerous caretaking jobs.78

Multiplier Effect.--The initial expenditures

made by developers and second home owners in the
local economy account for only the direct income
received by the host community. However, the total
economic impact of local income derived from recre-

ational land development also includes the indirect
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effects of successive expenditures of that initial
direct income. Part of the initial expenditures
simply pass through local hands on their way out of
the economy: they are "leaked" through the purchase
of nonlocal goods and services, taxes, savings, and
so on. However, a proportion of each dollar re-
ceived by a local business or wage earner will be
respent in the local economy. The total impact on
community income will be some multiple value of the
initial direct expenditures made by developers and
second home owners. This process is called the
multiplier effect, and is illustrated in Figure 2.
The multiplier effect can be measured in terms
of both income and jobs, and varies from cne com~
munity to the next, with the size of the multiplier
dependent on both the size and diversity of the

local economy. In one study of the economic effects



Figure 2. Multiplier Effect=An Initial Income
of $10.00 Will Upon Successive Respending
Earn: (For a Leakage of 50 Per Cent)

First Round $10.00 _50%
Second +5.00
Third +2.50  °P?
Fourth +1.25 -50%
i +
Fifth .63 —50%
Sixth +.31
Seventh +.16 _50%
Eighth +.08 -50%
i +
Ninth -04 -50%
Tenth +.02
-50%
Sum $20.00

Source: Robert R. Nathan Associates, Inc., and
Resource Planning Associates, Recreation As
an Industry, Appalachian Research Report No. 2
Prepared for the Rppalachian Regional Commis=-
sion, (Washington, Deqember, 1966), p. 58.

of the general commercial recreation industry on
counties within the Appalachian region of the U.S.,
county multipliers averaged 1.87, ranging from a
low of 1.13 to a high of 2.63.72 Translated into
income, this means that for each $100 spent on rec~
reation with the local economy, the total income
(direct and indirect) derived from that expenditure
would equal 5187. Translated intoremployment fig-
ures, each person directly employed in recreational
jobs would provide an additional .87 persons with
other employment. (The employment multiplier is
not necessarily equal to the income multiplier.)
The study found that communities with a labor force
of less than 1,000 had multipliers under 1.5, while
those in the 1,000 to 5,000 employee range had mul~
tipliers of 1.5 to 1.8. Beyond the 5,000 employee
level, the multiplier continued to go up with fur-
ther increases in the size of the labor force.

The Appalachian Regicnal Commission Study
suggested that the multiplier. effect for second
home development might be slightly higher than for
the commercial recreational industry as a whole:

Vacation homes present a special aspect
of recreation. The benefits flowing

from vacation home development have a
more widespread effect than the benefits
from commercial recreation enterprises.80

The case study of Lake Latonka, Pennsylvania, men-
tioned earlier made no attempt to derive a local
multiplier for Mercer County, but noted that the
appropriate multiplier was somewhere between 1.0
and 2.0.81 The study of Fairfield Glade chose a
multiplier of 1.8, based upon the findings of two
other studies.82

Employment. Recreational land development can
create new jobs in rural areas, depeﬁding on the ex-
tent of development activity, the level of project
improvements, and the growth of the service sector
of the economy supporting new development. Unim-
proved recreational subdivisions offer very little
in the way of new employment opportunities. Not
much site development activity or housing construc-
tion takes place, and since most of the recreation-
al lots go unused, there is little additional de-
mand for retail services.

Improved second home developments, on the other
hand, can have substantial positive impacts on the
local job market. Table 1 shows increases in vari-
ous types of employment and payroll growth bétween
1967 and 1971 in various types of businesses in
Adams County, Wisconsin (where the number of second
homes more than doubled between 1960 and 1970) when
a major 2,840-acre second home project, the Lake
Sherwood-~Lake Camelot complex, was developed.83
As shown in Table 1, the finance, insurance and
real estate sector of the economy increased by 233.3
per cent, and retail trade increased 59.3 per cent.

In analyzing the net effects of development on
local employment~-the number and types of jobs
created by development should be compared to the
number and types of jobs displaced. Much of the
seven million acres of recreational property regis-
tered with OILSR supported some viable economic
activity prior to subdivision. In Warren County,
Virginia, recreational subdivisions have displaced
logging activities, meaning the loss of jobs for
loggers, truck drivers, and sawmill operators.84
Many recreational subdivisions were formerly pro-
ductive farms, or in the Southwest, ranches. While
these operations may be only marginally productive,
they do generate employment and income.85

New jobs created by recreational land develop-
ment include construction and building trades if
the project involves substantial improvements.

Many of the new job openings are for clerks in

small shops and stores, gas station attendants,



‘Table 1. Employment and Payroll Growth of
Business Units in Adams County, Wisconsin

1967-1971
Per Cent
Type of Business 1967 1971 Change
Retail trade 189 301 59.3
Manufacturing 166 144 -13.3
Finanee, insurance
and real estate 39 130 233.3
Mining (D) decline decline
Services 168 247 47.0
Wholesale trade (D) (D) (D)
Contract construction 28 36 28.6
Transportation and
public utilities 55 (D) (D)
All Business Units 797 995 24.8

(D) : Indicates disclosure is prohibited.

Source: County Business Patterns-Wisconsin, 1967,
1971, Bureau of the Census, U.S5S. Department
of Commerce.

waitresses in restaurants, and so on. While impor-
tant to local economies, such retail jobs are among
the lowest paying jobs available. The Appalachian
Regional Commission study states:

Compared to manufacturing employment, the
wages in the service and trade industries
are low, and the recreation sector includes
some of the lowest wages. Most of the oc-
cupations regquire simple skills and little
training; consequently the pay is poor.

The seasonality of employment in recreational
areas can be a drawback. Not only are construction
jobs likely to be temporary, but many of the retail
and service jobs created by second home development
are available only during peak recreation seasons.
Such seasonal fluctuations require heavy recruit-
ment during one season of the year and subsequent
layoffs during another. The 22 largest ski areas
in Vermont have created 3,771 direct jobs, only 653
of which are year-round.87 Figure 3 illustrates
the seasonality of employment in service industries
in two Vermont Counties, Lamiolle and Windham, both
of which experienced rapid growth in ski and second
home development during the 1960s.

Ancther important consideration is who gets
the new jobs. Recreational and retirement develop~
ment in Paso County, Florida, attracted many people

from outside the community seeking employment who

75

Figure 3. Seasonal Index of Service Employment,
Verment, 1969
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Source: Vermont Social and Economic Characteris-—

tics, Prepared under the auspices of the Ver-
mont State Planning Office, June 1971, p. 59.

competed with local residents for the new jobs. The
Appalachian Regional Commission study of the commer-
cial recreational industry stated: "Because of the
high peak employment many outsiders, mainly students,
have to be recruited to £ill vacancies."88 a study
of the ski and recreational land development indus-
try in Warren County, Vermont, found th?t 88 per

cent of the full-time, year-round jobs generated by
development "are held by people who moved into War-
ren after development began."8? Local residents
also held few of the part-time jobs created by de=-
velopment.

Surveying 30 businesses, the Vermont study also
found that 83 per cent were owned or managed by
people who either did not live in Vermont, or who
moved to Warren, vermont after development began.90
The study states that "local Vermonters have not
fared any better in getting managerial positions or
in becoming businessmen than in getting jobs gener-
ated by the ski development."  Field interviews con-
ducted in another popular ski area, Vail, Colorado,
found that most of the firms at Vail were operated
by people new to the area.91

Housing Costs and Land Values. Another economic

impact of recreaticnal land development on the host

community is its effect on land values and housing



costs in general. The costs of housing construc-
tion are rising beyond the means of rural families
in many parts of the country, although not yet well
documented. The inflated cost of land in recre-
ational areas has made the problem even more acute
in some communities. In Summit County, Coleorado,
land values have skyrocketed in recent years, from
as low as $500 to $1,000 per acre to over $8,500
and up.92 In Warren County, Virginia, a local
official said that native residents could no longer
afford housing in the community due to the specu-
lative rise in land prices caused by the more than
90 recreational subdivisions located there.93 com-
menting on the effects of a major resort develop-
ment the president of the Edinburg, Virginia cCham-
ber of Commerce said that one of the most distress-—
ing aspects of the project was the escalation of
land prices which were "rubbing off on walley land
prices so that local people can't afford to buy a
home anymore. It used to be that a young couple
here in Edinburg making $100 or $150 a week could
buy a lot for $500 and build a house. But now they
can't."94 similar situations were reported by
local officials and residents during field inter-
views in Vermont and Oregon. Even in Bass Harbor,
Maine, where recreational land development has not
vet been heavy, the influx of more affluent out-
siders has brought housing problems. According to
the town clerk, with the escalating prices of land
and housing, mobile homes may be the "only recourse"
local people have left,95

In Aspen, Colorado, service employees of ski
developments are having serious problems finding
housing they can afford. There is no publicly sub-
sidized, low-cost housing, and trailer parks seem

96

to be the only answer. In Deschusets County.,

Oregon, one local official said that the local land

NOTES

1. This chapter was derived from an unpublished
paper entitled "An Assessment of the Economic
and Fiscal Consequences of Second Home and
Recreational Land Development," Prepared for
this study by the Urban Land Institute, Wash-
ington, D.C., April, 1974.

2. Studies which discuss multiplier effects of
second home development include: Richard
Brown, Economic Impact of Second Home Communi-
ties, A Case Study of Lake Latonka, Pa., (Wash-

Land which
sold for $40 an acre in 1967 now sells for $500,

market was strictly a seller's market.

and anyone in Deschutes County could sell his land
anytime he wished.®7

Such increased land values often result in
increased taxes and, ip some cases, marginally pro-
ductive farms have been taxed out of business. . A
Vermont study states:

. . .when a woodlot happens to be located
near a suburban area or recreation area,
an appraisal at house lot value quickly
encourages its sale. Gross income from

an average acre of Vermont woodland is
$2.88 per year and as soon as the opportun-
ity to develop the land for recreation be-
comes feasible, land holders will avail
themselves of the opportunity.28

Land sales to nonresidents in Iowa County, Wisconsin
have placed remote, rural farms in similar positions
as farms on the urban fringe facing suburbanization,
sending land values and taxes upwards, "even though
there is little visible evidence in the town of more
improvements, people or governmental services to
help explain the upward trends."99

Development and second home growth can affect
other prices as well. The greater buying power of
more affluent second home owners tends to drive up
the prices of consumer items in general, especially
during seasonal population peaks. As one resident
of Waitsfield, Vermont described the situation:
"At the height of the season, meat is 30 cents a
pound more than it is in [nearby] Parishville at the
same time of year, and you have to stand in line to
get it."100 Tocal residents interviewed about rec-
reational land development in Summit County, Colo-
rado, said that "if thev had to make purchases in
the local economy they could not afferd to live
there.

In all cases the remedy was three or four

trips a month to Denver for shopping."l01l
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CHAPTER 5
SOCIAL AND CONSUMER IMPACTS OF RECREATIONAL LAND DEVELOPMENT

Recreational land development can also affect
host communities in other important ways besides
through its environmental and economic impacts.
Development can transform the s§cial structure and
culture of rural communities. As the "summer peo-
ple” move to the countryside they bring with them
fragments of their urban lifestyles, reflected in
everything from increased traffic congestion and
litter to different attitudes toward private prop-
erty. Families converting second homeg into'year-
round residences become permanent members of the
community and may even change its political struc-
ture. As one local official put it, ". . .the more
people who live in the country, the less 'country'
it becomes."1

The effects of the recreational land industry
on consumers have also been substantial. Probably
better known than any other single impact of devel-
opment, consumer victimization has been a serious
national problem since the very beginning of the
recreational land sales busSiness.

This chapter takes a brief look at some of
the major social effects that recreational land
development can have on host communities, and local
attitudes toward these changes. Consumer victimi-
zation is also examined. While these types of de-
velopment impact are not always as easily measured
or documented as the environmental and economic
effects of development, they are no less important
since they directly affect the quality of life of

those involved.

Social Impacts

Changing Rural Culture. In its broadest sense,

the social impacts of recreational land development
involve the gradual change of traditional rural
cultures and lifestyles into more urban environ-
ments. This change of character is felt in the
rhysical transformation of communities as they be-
come more built up with recreational subdivisions,
second homes, and related commercial facilities.
One observer describes the changing character of
Stowe, Vermont:

With its decline as a traditional Vermont

community; with its rapidly expanding waves
cf vacation homes, bars, motels, and other
commercial amenities; and with its predomi-
nance of financially well-endowed out-of-
staters, Stowe stands as a living example
of what many other Vermont towns can poten-
tially become as Vermont grows as a recre-
ational outpost and full-time home for out-
of-staters.2

Recreational development has also transformed
the Tahoe Basin into what has been called an "urban
forest™ with ". .increésing crime rates of all
kinds, crowding of public and private facilities,
increased vehicular traffic beyond the carrying
capacity of existing road systems, serious air pol-~
lution, litter in great quantity, higher noise levels
and the like."3 While Stowe and Tahoe are extreme
examples of recreational and second home areas which
have become overdeveloped, many cther communities
have felt similar effects to lesser degrees.

Cultural changes resulting from second home
development seem most threatening to rural residents
in areas where the sense of traditional culture is
strong, as it is in many parts of New England.

As vacationers and new residents continue
to pour into the area, the culture of this
area, long a bastion of traditional rural
Vermontism, will be diluted more and more
toward the metropolitan culture that the
people have brought with them, As a result,
the renowned independent rural culture of
Vermont will take a further step towards
obsolescence.4

The effects of growth and development can be subtly
felt in small communities as existing social struc-
tures and local institutions gradually begin to
change.

There is also . . . a general lessening of
a sense of community in Fort Valley as more
new people move in, attuned to a different
rhythm of life . . . instead of seeking
people out they withdraw from them. . .
Church life has always been a center of
life in the valley . . . but the new people
are up here on vacation or maybe on the
weekend and don't feel obligated to go to
church. They want to go visiting and buy
their vegetables and eggs at the same time
when people here usually go to church. So
‘after awhile, people here start staying
home to sell eggs and you have few people
at. church.>

Some communities report increases in crime

associated with intensive second home development.



" vandalism and burglary of vacant second homes are

' particular ﬁroblems. In Berkshire County, Massa-
chusetts, breaking-and-entering and larceny cases )
averade six a week, and second homes are the major
target.6 Increased crime has meant more police for
Waitsville, Vermont:

We have two new State ﬁolice stationed in

the town and three new Deputy Sheriffs.

We need them to cope with the traffic, the

crime rate, which has gone up, and the

serious drug problem we now face.?

Traffic congestion, especially on peak season~
al weekends, is also a problem. So is the increase
of trash and litter.8 And some communities have
expressed concern over the potential prospects of
poorly constructed second homes becoming blighted
and run down. One local official commented, "Many
of the lakefront developments which started as va-
cation spots have converted to permanent residences
--usually with a slum character."?

Several of the economic impacts of recreation-
al development discussed in the preceding chapter
also have important social effects on rural fami-~
lies and rural lifestyles. For example, the way in
which people earn their living changes as specula-
tive subdivisions and second homes replace farms
and woodlands. Where second home development has
been intensive, as in many Vermont communities,
recreational econcmies have almost totally replaced
agricultural ones. In communities where farming is
economically marginal, opportunities to sell out

are often considered a blessing. In other areas,

however, such as the thriving dairy region of Wal-

worth County, Wisconsin, there have been strong
efforts to preserve dairy farming as a way of life
in the face of heavy economic pressure from land
speculation and recreational development. The in-
creased costs of land and housing in rural areas
are also an important social problem which many
communities face (discussed in Chapter 4). It is
ironic that the desire for second homes by some
families helps to drive up the costs of land and
housing for others struggling to acquire adequate
first homes.

Contrasts in Population Characteristics. The

cultural changes feclt in second home areas are in
part due to the contrasts between second home
owners and existing residents of rural communi-

ties.
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" national patterns for all family incomes.

Characteristics of Second Home Owners.--Second

home ownership is no longer the exclusive privileqe
of upper income families. Compared with the average
household, second home owners earn scmewhat higher
incomes, are older, and have slightly smaller fami-
lies (see Figure 1). In addition, more second
home owners own first homes than the rest of the
population, and their first homes have higher market
values than the average American home. According
to one study, most recreational property buyers have
professional or managerial jobs, and have some col-
lege education. Over one~-fifth are college gradu-
ates.10

In 1970, the median family income for second
home owners was $10,950; it was $8,600 for all U.S.
households. 1L Regional variations in median in-
comes for second home owners ranged from a high of
$11,200 in the Northeast to a low of $8,500 in the
Scuth. These variations correspond roughly to
While
one~fourth (27.1 per cent) of all households had
over $15,000 annual income in 1970, one-third (33
per cent) of the second home owners had incomes
over $15,000. It should be noted that since Census
data include all families which own second homes re-
gardless of when they bought them, the incomes of
all second home owners tend to vary less from na-
tional norms than do other figures fromvmore recenﬁ
surveys. Census figures also include many retired
couples who bought their second homes years ago
while actively employed, but whose current annual
incomes may be quite low.

National income data on recreaticnal lot buyers
are not collected by the Census. However, a 1973
California survey of recreational lot buyers re-
pdrted average family incomes at $17,000 with 46
per cent earning over $15,000, as shown in Table 1.

Families owning second homes tend to be slight-
ly smaller than average American families. Accord-
ing to the 1970 Census, the median U.S. household
size was 2.7 persons; it was 2.6 persons for house-
holds owning second homes. Over one-third (35 per
cent) of the households owning second homes consist-
ed of only two persons. Although 28 per cent of all
U.S. household heads were under 35 years of age,
only 14 per cent of the houschold heads owning sec-
30.6

ond homes were under 35. On the other hand,

per cent of all household heads in the country were



Figure 1. Socic-Economic Comparisons of |
Households Owning Second Homes with All U.S. Households, 1970
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Sources: Data for Households Owning Second Homes: U.S. Department of Commerce, Bureau of the
Census, Public Use Sample of Basic Records from the 1970 Census, State Samples.

Data for A1l U.S. Households: U.S. Department of Commerce, Bureau of the Census, Metro-
politan Housing Characteristics, United States and Regions, 1970. Report No. HC{2)-1.
(Waghington: Government Printing Office, 1972.) Tables A-3, A-7, and A~8; and U.S. Depart-
ment of Commerce, Bureau of the Census, Detailed Housing Characteristics, United States
Summary, 1970. Report No. HC(l)-Bl. (Washington: Government Printing Office, 1972.)
Tables 29, 31, and 54. '
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Table 1.

Selected Characteristics of Recreational Lot Buyers,

Siskiyou County, California, 1972

Characteristic ;:z;iig;;:; Characteristic ;:Z;ﬁ:g;;ﬁ;
Annual Pamily Income Years of Formal Education
Less than $10,000 24.3 Less than 9 years 7.0
$10,000 to $14,999 29.6 9 to 12 years 39.0
$15,000 to $24,999 38.3 13 to 16 years 32.0
$25,000 and over 7.8 17 years or more 22.0
100.0 100.0
Age of Household Head Occupation of Household Head
Less than 31 years 17.3 Professional 43.0
31 to 40 years 21.6 Manager 12.0
41 to 50 years 32.2 Sales 4.0
51 to 60 years 22.4 Clerical 3.0
60 years or more 6.5 Craftsmen 15.0
1060.0 Other 23.0
100.0

Source:
Rural Subdivisions:

T.E. Dickison and W.E. Johnston, "An Evaluation of Owner's Expectations of Building Within Remote
Impacts on the Rural Community"

{Paper presented for the Joint Annual Meetings

of the American, Canadian, and Western Agricultural Economics Association, Edmonton, Alberta, August,

1973), pp. 11 and 29.

55 years o©ld or older, while 4.16 per cent of the
households owning second homes were over 55, Almost
all second home owners were caucasian (94.1lrpercent),
and 73.1 per cent of them owned their primary homes
as compared with 59.3 per cent of all U.S. house-
holds. In addition, over one-third (37.4 per cent)
of the households owning second homes also owned pri-
mary homes valued at more than $25,000, compared with
only 23.8 per cent of all U.S. households.

Most second home owners live in urban areas
(see Figure 2). In 1970, over 75 per cent of all
second home owners were classified as urban resi-
dents, as shown in Table 2. Over two-thirds (68 per
cent) of them lived in Standard Metropolitan Statis-
tical Areas. ©Of that group, 31 per cent lived in
central cities and 26.2 per cent lived in the "urban
balance" or suburbs. Nearly oné—fourth (24.5 per
cent) of all second home owners lived in 10 metropoli-
tan areas (New York, Los Angeles, Detroit, Chicago,
Philadelphia, Boston, San Prancisco, Washington,
D.C., Minneapolis/St. Paul, and Houston).

Rural Population Characteristics.--In contrast

to second home owners, incomes and educational lev-
els among rural families fall below the national

average.l2 There is more poverty among rural fami-
lies than urban ones. In metropolitan areas, one

in eight persons lives in poverty; in the suburbs,
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one in fifteen. In rural areas, however, one per-—

son in four is classified as poor.13 Rural popula-
tions also tend to be disproportionately young and
0ld, with fewer people in the 20 to 64 year age
groups due to rural-urban migration patterns.14

Impacts on Recreational Opportunities. Public

recreational opportunities can alsc be affected by
development. In some cases ﬂew opportunities are
created; in other cases existing opportunities are
reduced or lost. 'In Deschutes County, one resort
development opened its facilities (agolf course and
lodge) to the general public on a fee basis, making
the project a major recreational asset to the neigh-
boring community.l5 But such cases are understand-
ably rare. Most projects include few recreationai
facilities, and those which do usually reserve them
exclusively for property owners (see Chapter 2).

In some cases, public recreational opportuni-
ties have been reduced by second home developments.
In many parts of the country, for example, recre-
ational lots and second homes adjacent to lakes,
coastlines, rivers, and public lands have inhibited,
and in some cases restricted public access to these
areas by erecting a "wall of private ownership."16
In Deschutes County, Oregon several miles of Des-
chutes River frontage were rendered inaccessible by

recreational projects along its banks.l? And in



Table 2, Households Owning Second Homes By Selected Geographical
Divisions, United States, 1970
Percent of Total
Geographical Total Households Percent of Households Owning
Division Households Total Total a Second Home

Second Homel Households (% of 2,889,771)
United States 63,446,641 2,889,771 4.6 100.0
Inside SMSAs 43,866,473 1,964,714 4.5 68.0
Central City 21,627,464 896,910 4.1 31.0
Urban Balance 15,663,419 756,002 4.8 26.2
Remainder 6,575,590 311,802 4.7 10.8
Outside SMSAs 19,580,168 925,057 4.7 32.0
Urban? 47,649,414 2,174,215 4.6 75.2
Rural 15,797,227 715,556 4.5 24.8
Rural-Nonfarm 12,720,372 586,405 4.6 20.3
Rural-farm 3,076,855 129,151 4.2 4.5

1p Second home is defined by the 1970 Census as,
cabin, ski lodge, etc., which is owned and held for use sometime during the year by the owner or member of

his household."

. .a single-family house, vacation cottage, hunting

2ngrban" refers to all urbani;ed areas as defined by the Census plus all places of 2,500 or more inhabi-
tants outside of urbanized areas.

Source: Derived from: United States Department of Commerce, Bureau of the Census, U.S. Census of Housing,

1970, Detailed Housing Characteristics (Washington:

HC(1)-Bl1-52, Tables 37, 45, and 55.

Warren County, Virginia, many local landowners had

once permitted public access to the George Washing-

ton National Forest across their property.

times,

fishing on their own property.

Some~

local landowners even allowed hunting and

Once subdivided and

sold, however, these lands were often posted with

no trespassing signs and traditional access routes

to the National Forest were closed.l8

Recreational opportunities are also threatened

when subdividers buy up potential public recreation-

al sites.

Rising land prices, further inflated by

recreational land development pressures, have made

public acquisition of parkland increasing difficult.

In Hall County, Georgia, recreational development

blocked the public purchase of waterfront land

siated for a county park.l9

In Virginia, a strate-

gic and unique piece of property under negotiation

for inclusion in the George Washington National

Forest was lost to a recreational land developer

offering a higher bid.20 Second homes, roads, ski

slopes, and parking lots now occupy the site.

Crowding of public recreational facilities can

also result from increased demands as second homes

grow in number.

recreational activities,

222-878 O - 77 ~ 7

As crowding increases, conflicting

such as power boating and

85

Government Printing Office, 1972.) Final Report

sail boating on small lakes, can compound these prob-
lems. One study states:

With more lake-lot owners and heavier use of
lakes by the general public, pressures upon
the water rise rapidly. Conflicts growing
out of these competing demands increase as
lakes become overloaded.2l

Another study reported that 55 lakes surveyed
in Wisconsin had serious use conflicts between swin-
mers, pleasure boaters, water skiers, fishermen,
sailors, and skin divers,22

"Political Impacts. Recreational lend develop-

ment can also have significant political effects on
local communities, depending on rates of permanent
occupancy and the extent to which recreational prop-
erty owners get involved in local affairs. The
merits of such political changes depend on one's
point of view. Native residents are often reluctant
to welcome such changes. However, ncwcomers to sec—
ond home communities can prove to be invaluable
assets to local governments willing to put their
skills and energies to good use.

4 The extent of involvement by recreational prop-
erty owners in local affairs v;ries according to
their occupancy patterns and reasons for purchasing

the property. A North Carolina study found that
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households most involved in their shoreline neigh-
borhoods,

. . .tended to have acquired shoreline
property for their primary residence
rather than for recreation or invest-
ment purposes, to have higher family
incomes, to be 1living in nonmetropoli-
tan areas, to have had a strong orien-
tation toward such water-based recre-~
ational activities as boating, fishing,
and swimming before acquiring shoreline
property, and to have heads who have
better educations and who are employed
in professional and managerial occupa-
tions,23

Similarly, a study of lake property owners in
Wisconsin showed that those property owners who
participated most in their second home property
owners' associations tended to be living in their
second homes more, to be more highly educated, and
to have their permanent residences closer to their
recreational property than less-active second home
owners.24

Unimproved recreational subdivisions with
little buildout have few, if any, immediate politi-
cal effects on local communities. But they have
caused some apprehensions that outsiders would move
in and dictate growth and development policies in
the future.25 1In New Mexico, for example, where
recreational lots already outnumber the total exist-
ing state population, residents in some parts of
the state are concerned about the future alleocation
of water rights as political constituencies change
with the immigration of more and more families into
recreational subdivisions.26

Involvement in local affairs tends to alsc be
low in second home areas where occupancy is mostly
seasonal.27 Most second home owners come to the
country to relax, not to get involved. They are
primarily active in their first home communities
where they work, shop, vote, and send their child-
ren to school. Because of their limited involvement,
second home projects have been called "communities
of limited liability." This atfitude is evident in
second home owner's perceptions of rural problems
reported in the North Carolina study:

As a general rule, households tend to per-
ceive problems which are highly salient to
their individual recreational and proprie-
tary interests and to be unaware of more
general problems common to the towns and
rural communities near which their rec-
reation property is located. The five
problems perceived most often included
vandalism, refuse disposal, drawdown of
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.ever

the reservoir on which the property is lo-
cated, water safety, and fire protection.28

The
the

study showed that the problems most important to
surrounding towns and rural communities received
the lowest ratings as problems in the eyes of lake-
shore households:

Under 15 per cent of the respondents con-

sidered the quality of local schools, rural

poverty, availability of recreation facili-

ties, traffic, or race relations to be very

serious or fairly serious problems in the

"broader community" near their shoreline

property. 22

Permanent occupancy in second home. developments
can result in significant political changes, as an
increasing proportion of new residents begin taking
an active part in the affairs of local government.
In Wilmington, Vermont, where the skiing and second
home industry has caused substantial permanent popu-
lation growth, newcomers to the community hold the
majority of political posts. In 1973, only one of
Wilmington's three selectmen was a native of the
town; the other two had been there for five and
eight years.30 Of the nine members of the planning
commission, only three were natives. Of the five
members of the zoning board, only one was a native.
All the members of the Board of Civil Authority, all
the justices of the peace, and all thé tax assessors
were non-natives. 1In contrast, all local office
holders were natives of the area in the nearby town
of Whitingham, where little second home development
had occurred.

Pasco County, Florida, is an extreme example
of political impact due to growth. From 1960 to
1973, Pasco County's population grew from 33,000 to
108,000.31 Most of this growth was caused by re-
tirees moving into the county from Northern Cities.
As a result, county government did a political about-
face

within a few years. Pasco County had always

been a Democratic stronghold. No Republican had

been elected to the five-member county commis-
sion until 1970, when two Republican county commis-
sioners were elected. The balance of power shifted

in 1972 when two more Republicans were elected to

‘the county commission.32

Obviously, the effects of such a political
change can be far reaching. Local government prior-
ities in Pasco County have shifted to such things as
growth contrcl, mass transit planning and health
care. Retirees have fought to keep industry out of

the county, and voted down several school bond is-



sues.33 1In 1971, there was even a referendum held
on a proposal to relocate the county court house
from the county seat in Dade City to the coastal
area of the county where the recent growth has oc-
curred.34 But such shifts in local government poli-
cies merely reflect the will of the changing major-
ity, and are the inevitable facts of life in a high-
1y mobile, democratic society.

In some areas experiencing recreational devel-
opment, the newer residents take the greatest inter-
est in protecting the environment and controlling
growth. Long-time residents often have vested in-
terests in the status quo, and are not eager to see
land use and development regulated. One observer

writes:

Paradoxically but understandably, many
Coloradans who live amidst the natural
glories are upset by talk of control-
ling growth to preserve beauty. It
sounds to them like city folks threat-
ening to slam the door before the
farmers and ranchers and small-town
residents have shared in the state's
affluence.35

In Deschusets County, Oregon, new residents moving
into the county within the last five years have been

the most outspoken on environmental issues. People

who grew up in the area seem the least likely to
acknowledge the problems implied by further growth
and development.36 A survey in rural Minnesota
found that second home owners favor a wide variety
of land use controls that the permanent residents

in these rural areas oppose. The study states:

Few areas have [land use and development]
regulations. Apparently, local people
are opposed to them. But sSeasonal owners
feel differently. . . . The pro respond-
ents, all Twin Cities area residents own-
ing vacation homes in Crow Wing County,
favored all of the regulations listed
[commercial off-street parking require-
ments, junkyard regulations, subdivision
regulations, sewage dispaosal system codes,
land use zoning, time zoning for water
skiing, lake area zoning for water ski-
ing, minimum frontage requirements, mini-
mum lot size zoning] by at least a two-to-
one ratio.37
The motives of these newcomers to second home
areas are perfectly clear. Their vested interests
are in stopping further growth and change. Each
new resident hopes he will be the last one.
Called the "gangplank" or "last=-one-in" syndrome,
these early arrivals want to pull in the gangplank

and shut the door on further growth and development,
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realizing that if others follow, the amenities which

they sought may be endangered.

Attitudes Toward Social Change

Reactions to these social changes are often
emotional and therefore difficult to assess. Some
native residents welcome the influx of new people
with attitudes and lifestyles different from their
own. Others feel exploited and openly resent these
"outsiders."” Many local residents seem torn be-
tween a desire for the affluence growth can bring,
and a fear of the negative side effects, some of
which seem to be the inevitable price of that growth.
Often local reactions to social change depend more
on the scale and speed of that change than on the
actual change itself.

On the plus side, some existing residents of
second home areas see development as a positive
force attracting new people with fresh ideas, as
well as creating new economic opportunities. In a
California survey, rural young people favored the
growth of recreational land development, hoping for
new job opportunities and a wider variety of com-
mercial, cultural, and recreational opportunities.38
Many local residents interviewed in Deschutes County,
Oregon considered the high-amenity resort develop-
ment occurring there an important asset to the com-
munity, partly due to the creation of new recre-
ational opportunities open to the general public.39
A community college professor in Bend, Oregon noted
that the wealthier residents of recreational proij-
ects in the area had increased the local audience
for fine arts, making summer theater possible in
the community.40 And a newspaper editor in Warren
County, Virginia commented on the growth of second
home development by saying,

It's a good thing that this musty old
inbred valley is getting some new ideas,
people who've seen more of the world than
we have and who have some useful notions
about how we might do things differently.4l

But feelings toward recreational development
run the opposite direction as well., One rural Vir-
ginian stated,

I don't blame them for wanting to get away
from the city, but I don't want them to
bring the city out to us.42

Some native residents feel as if they are being ex-
ploited or "colonized" as the land is subdivided

and scld off to wealthier outsiders. Describing



the impacts of development on the Massanutten Moun-
tain area of Virginia, one writer stated,

Though the longtime residents of the Massa-
nutten and its surrounding communities call
them 'city people,' they are more often
residents of the lower-cost subdivisions

in Washington's suburban counties. They
have repecpled the mountain in some places
and restructured its society in others,
bringing money and new blood to many long
somnolent communities. But in so doing
they have triggered economic, social and
environmental changes that trouble many
long-term inhabitants.43

While pleased with some of the development
which has taken place to date, three-fourths of the
respondents to an opinion survey conducted in Des-
chutes County did not want any further recreational
subdivision there.44 Yet many residents considered
further development inevitable, and had property of
their own up for sale. One local realtor remarked
that few people really wanted to see the area change
very much, but they considered it inevitable, and
besides, if it was going to happen anyway, there
was a lot of money to be made from land sales.45

These feelings of colonization may be most pro-
nounced on Indian reservations where several major
recreational land developments have occurred through
the use of long-term lease agreements. In develop-
ments such as Colonias de Santa Fe on the Tesudue
reservation in New Mexico, Great Western Corpora-
tion's Conchiti Lake on the Conchiti Pueblo (also
in New Mexico), and Legend Lake on Monominee-owned
land in Wisconsin--the clash between cultures could
hardly be greater. One observer described develop-
ment on the Conchiti reservation as follows:

For 400 years the Conchiti have lived
here as drum makers and subsistence
farmers, their culture largely intact
because the land remained theirs. . . .
Soon, according to Great Western, there
will be streets, shopping centers, hotels
and homes for more than 50,000 people at
Conchiti Lake--almost none of them Indian,
of course, and certainly none of them
Conchiti Indians because the minimum

cost for a new home at Conchiti Lake will
be something more than $30,000. Most
Conchiti do not earn that much in a life-
time,46

Consumer Victimization

Consumer victimization in land sales has prob-
ably been the most widely publicized and best known
impact of the recreational land sales industry.47

Hundreds of thousands of consumers have been the
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victims of such things as high-pressure sales tactics,
deceptive and fradulent advertising schemes, and bro-
ken promises. These problems have been concentrated
most in the unimproved recreational lot sector of
the industry, and have involved some of the largest
and best known business firms in the country. Today.,
thousands of scattered recreational lots lie idle
and unimproved, many for sale, many others abandoned
and tax delinquent,

Consumer Complaints. Complaints of consumer

victimization in recreational land sales have long
been a serious national issue. As early as 1964,
Senate hearings into "interstate mail order land
sales" were conducted by the Subcommittee on Frauds
and Misrepresentations Affecting the Elderly, com-
piling hundreds of pages of testimony documenting
industry practices.48 The Interstate Land Sales Full
Disclosure Act of 1968 grew out of these Senate hear-
ings, creating the Office of Interstate Land Sales
Registration (OILSR), the federal agency charged
with reqgulating the recreational land industry.

During the summer and fall of 1972, OILSR con-
ducted a series of public. hearings in 17 major cities
"to hear complaints from consumers about interstate
land sales practices."49 The problems of the 60's
had by no means disappeared. Attended by a total of
over 5,000 people, 360 people testified making a
total of some 800 allegations of abusive and unfair
practices by land sales firms.30

During the last half of 1973, OILSR received
1,500 unsolicited letters per month from consumeré,
over half of which were complaints against land sales
firms.31 Most of these complaints involved broken
promises made by the companies. Many were from pro-
spective consumers investigating companies before
buying land. Others were from people who had already
bought land but were investigating the sellers fur-
ther, apprehensive about their purchases. When News-—
week magazine published an article on recreational
land sales in 1973 and mentioned the availability of
a pamphlet on consumer protection, OILSR was swamped
with 10,000 requests during the following two weeks .52

Several surveys have documented consumer dis-
satisfaction further. In a survey conducted by the

Christian Science Monitor in 1973, 43 per cent of

the lot buyers responding answered that they were
"generally dissatisfied with their deal."53 Fifty-

five per cent of the respondents to a survey in



Siskiyou County, California stated that their re-
cently purchased lot in a recfeational subdivision
had not fully met their expectations.54 A Govern-
ment Accounting Office study of both the industry
and OILSR included a survey of 2,000 recreational
land buyers, and found that 28 per cent of the 650
respondents were dissatisfied with their pur-
chases .55 Their most common complaints included
the developer's failure to deliver on promised im-
provements, deceptive sales practices, poor invest-
ment potential of the property, failure of devel-
opers to provide adequate utility services, financ-
ing irregularities, property use restrictions, and
excessive real property taxes. In another survey,
recreational lot owners were asked if they would
make the same decisions to buy their property over
again knowing what they know now. Two-thirds of
the respondents said they would not.=®

Causes of Consumer Victimization. There are

several reasons for all the troubles consumers have
had with recreational property. Misrepresentation
and fraud practiced by land sales firms have been
some of the most serious causes. In 1967, the Gulf
American Corporation [now General Acceptance Prop-
erties, Inc.] pleaded guilty before the Florida
Land Sales Board‘on charges of fraudulent sales
practices.57 -Sales were suspended for 30 days and
the company was fined $5,000. In addition, they
were ordered to refund the money to anyone affected
by the 1,300 cases of land switching in Collier
County, and another 600 cases in Lee Coupty, to
which the company admitted. In November, 1972, a
U.S. District Court found Missouri Developer Robert
V. Steinhilber guilty on a two-count indictment of
lying about the availability of water facilities in
his project.58

One of the most widely known fraud cases in
the industry involved the series of suits brought
against Boise Cascade. Late in 1971, the state of
California won a temporary restraining order
against the Boise land sales subsidiaries on the
grounds that the firm's salesmen had used fraudu-
lent sales tactics at several projects.59 Six law-
suits were finally brought against the firm charg-
ing misrepresentation in land sales in 19 subdivi-
sions in California and one in Nevada. 7

. . .The suits included civil actions
filed by the California attorney gen-
eral's office and the Contra Costa
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-curred.

County district attorney plus three class
action lawsuits filed in state courts and
two in federal courts.

The suits charged that the company had not
provided the promised recreational facili-
ties, had misrepresented the value and in-
vestment potential of the land, given false
information about plans for access roads and
highways. They also charged that sales per-
sonnel had used two-way radios to imply that
lots were selling fast.60

In the end, Boise agreed to a $58.5 million settle-
ment, setting up a $24 million fund to cover the
cost of refunds to buyers who wanted their money
back, and reserving another $21.5 million for admin-
istrative and maintenance costs and $13 million for
completing promised improvements in the projects.6l

Beyond outright fraud, industry advertising and
promotional techniques have also been a major sore
spot with consumers. Many disgruntled lot owneys
were never all that interested in owning recreation-
al property in the first place. They were victims
of the "hagd—sell." The recreational land industry
has become notorious for some of its advertising and
promotional schemes.

Free dinners (complete with slide showé and
promotional pitches), and gifts for visiting develop-
ments have been popular technigues used to attract
potential customers.®2 Robert Cahn describes promo-

tional dinners in a Christian Science Monitor arti-

cle:

One of the most popular sales devices is the
free dinner party, usually given in a small

banquet room of one of the good restaurants

or hotels of a city. The guests, whose in-

terests were whetted by direct mail or tele-
phone, come with the expectation of hearing

a sales presentation.

What they are not prepared for is the intens-
ity and skill of the sales pitch. The opera-
tion is based on getting the prospects' sig-
natures on a sales contract before they have
time to think about whether it meets their
specific needs.63

The intensity of such sales pitches is the key to

many land sales which otherwise might not have oc-
Another writer describes these tactics in
more detail:

If the prospect balks, however, the sales
person is taught a number of strategies

to get him to cross over to the promised
land. The sales person is cautioned never
to give up on a prospect as long as he can
grasp at any excuse to keep the conversa-
tion open, counting on the prospect's re-
sistance giving out before the salesman's
store of reopening gambits. As the sales



manual for the California promotion begun
by N.K. Mendelshon put it, 'Ninety per
cent of the people buy because they lack
the courage to continue saying no.'64

Another promotional technique involves flying
consumers to the site itself. As early as l§66,
Gulf American Corporation was flying prospective
customers to thelxr projects in ‘15 company-owned
aircraft.65 During the winter months, freezing
prospects from Minneapolis, Chicago, and Cleveland
have been invited down to the sunny Southwest for
an all-expense paid holiday and a tour of a recre-
ational subdivision. Other promotional techniques
have included telephone solicitations~-"boiler
rooms" using WATS lines to generate several thou-
sand calls per day to potential customers.66

The ULI survey questioned developers on the
most effective promotional techniques used. Com-
mercial advertising via radio, TV, and newspapers
ranked highest. On-site sales were considered the
second best method.®7 ALDA reported that news-
papers and direct mail advertising were the two
most successful techniques used by their members. 68
In a California survey of recreational lot buyers,
the initial contact in most cases was made by mail
advertising.62

Consumer victimization has also resulted in
part from the consumer's own lack of knowledge of
the real estate business in general, and the speci-
fic market in question. Results from a survey in
Northern California found that the large majority
of recreational lot buyers rated their prior in-
vestment experiences as below average; and over
half of these had no prior experience in real es-
tate investment at all.’® Besides the information
necessary to make an intelligent investment deci-
sion is often difficult for the buyer to obtain--
information such as environmental hazards which the
land may be subject to, the actual costs of instal-
ling improvements to make the lot usable, and the
costs of public services and the conditions under
which they may or may not be provided by the local
authorities.

Many lot buyers 1live hundreds of miles from
their purchases, and know little about the particu-
lar real estate markets in which they are shopping.
Millions of acres of land in Arizona and New Mexico
have been sold to people in New York, Detfoit, and

Chicago who never visited the property and were un-

o1

able to do any sort of comparison shopping. A study
from Minnesota reported that some firms had been
able to "greatly"” inflate the selling prices of
lakeshore property due to tHe buyer's inability to
compare prices.

One example of this is the Fort Mille Lacs
Development on the west shore of Mille Lacs
Lake. Off-lake lots were priced at about
$2,500 each. This price bears no relation-
ship to comparable land outside of, and
near to, Port Mille Lacs. One salesman
stressed the scarcity of lakeshore property
when selling inland lands, a dubious appeal
when more than half of Minnesota's lakeshore
remains undeveloped.7l

Unexpectedly high costs of improving recre-
ational lots as homesites in some cases have also
been a source of consumer problems. Often as little
as one-third of the total sales price of lots have
represented initial investments in land and improve-
ments. This has been in large part due to the fact
that so much of the developer's initial investment
has been spent on. soft costs (édvertising, promotion,
administrative overhead, etc.) rather than on hard
costs such as land acquisition, engineering and
site design, and installation of improvements and
facilities. 1In the early days of the recreational
land boom, many land sales firms operated on a for-
mula which distributed gross sales prices for lots
roughly into three categories: one-third for land
acquisiton and site improvements, one-third for ad-
vertising and sales costs, and one-third for pro-
fit.72 The 1973 ALDA survey reported that 45 per
cent of the average gross sales in recreational
land was spent on soft costs. One-third was spent
on sales commissions, sales overhead, advertising,
and promotion.?3 The ULI Survey reported lower
figures: soft costs accounted for 36.3 per cent of
gross sales, with 25.6 per cent spent on sales and
advertising.74

Often having paid relatively high prices for
unimproved lots, many consumers have been unable to
afford the improvements necessary to make their lots
usable as homesites. The remoteness of some of
these projects has made improvements even more dif-
ficult and costly. One study investigated the
costs of improving a recreational lot in a Colorado
subdivision.’> For power, a gasoline generator
costing between $900.00 and $1,300 was recommended.
No electrical lines from the local power company

were available yet, and their installation would



cost $5,000 per mile. For sewage disposal, a sep-
tic tank would have to be used at an average cost
of about $800. For water, the lot owner would have
to drill his own well at -a cost of from $6 to $8
per foot for a well anywhere from 100 to 250 feet
deep. Telephone lines were not available in the
area, and installation would cost about $400 per
mile.

Recreational Land as an Investment. Much of

the negative impact of the recreational land devel-
opment business on consumers can be traced to the
heavy emphasis placed on the "investment potential”
of recreational properxrty. It has been estimated
that between one-third and one-half of the consum-—
ers of recreational lots have been primarily seek-—
ing speculative investments, with no intentions of
ever using their property themselves (see Chapter
2). One survey reported the proportion of inves-—
tors as high as 70 per cent of all lot buyers in a
project.76 This yearn for investment opportunities
has resulted in considerable consumer disappoint-
ment, not to mention the needless premature subdi-
vision of thousands of lots around the country.

For the most part, these small-time specula-
tors in recreational land are typical American
families of average means looking for a bargain.
They have little experience or expertise in real
estate investment. One expose on the industry
states: "Swamp lands, desert wastes, and other
real estate of dubious value are still sold as 'in-
vestments' to people of modest means."77 These
people often disregard the kind of sound reasoning
they would normally use for a much less expensive
investment. A land salesman from one of the major
firms in the industry was reported as saying:

.. L if
they'1l
thing';

vou keep saying buy, buy, buy,
say, 'I don't want to buy any-
but if you keep saying invest,
invest, invest, everybody wants to
invest, everybody's interested in mak-
ing money.78

People investing in recreational lots are
wagering their purchase price against the odds of
further improvements being made in the property,
without which appreciation is not likely to occur
to any significant degree. Because so much of the-
developer's initial investment is spent on selling
the land (for such things as advertising and pro-
motional schemes) rather than on physical improve-~

ments such as adeguate streets, sewers, and water
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systems, lot prices have relatively little tangible
value behind them.

For example, G.A.C. Properties of Arizona,
while attempting to have the tax value of
its Rio Rico lots reduced, stated that ap-
proximately 49% of the projected future
value' (i.e., the developer's sale price) of
the land parcel value was based on promotion
costs., Considerable time must pass and many
real improvements put in before 'value' is
equal to the original sales price.’9

Not surprisingly, resaleé experiences of many
recreational lot buyers have been dismal. In seven
major recreational subdivisions located in Arizona
{including such well known projects as Arizona City
and Rioc Rico), resale prices forblcts have averaged
from a low of 61 per cent to a high of 88 per cent
of their original sales price.80 A random sampling
of resale records in Lake of the Woods, a recreation-
al subdivision near Washington, D.C., found that the
large majority of lots were sold for less than the
original pruchase price.B8l 1In one survey of recre-
ational lot owners, over half of the respondents had
their lots up for resale, but 85 per cent of these
"expected less than a fair return on their invest-~
ment . "82

For some, finding a buyer at any price seems
unlikely. Initially, unimproved recreational lots
have required expensive advertising and promotional
schemes designed to sell property to a widely scat-
tered national harket. Individual lot owners have
no such resources to help them find successive buy-
ers for their property. Often living hundreds o:
miles from their property, they have little choice
but to attempt to sell their property through a lo-
cal realtor. But many local markets either do not
exist at all, or have reached the saturation point.
The plight of many consumers is summed up in this
letter from a New Mexico realtor to his client:

Dear Mr. [lot owner]:

With regard to your lots 10 and 11, Block 3,
Unit 16, I am very sorry to inform you that

I have been unable to interest anyone in
them at any price.

The reason is, Mr. + that they are
located in the main Easterly drainage area

for all the land to the West and North. I
don't know if you have seen the lots or not,
but all the access roads, as well as the lots
themselves, are under water during wet weather.

Because of the water standing there, the soil
is very heavy and when it is wet, not even

four-wheel drive vehicles can reach them. In



10,

11.

order to build there, the road would have
to be built up, as well as considerable
fill in the lots.

I am awfully sorry about this, but it is
impossible to do anything about it. I
have shown the lots, but no one is in-
terested.

Yours very truly,

{New Mexico realtor)83

NOTES

Virginia Page, "The Future of Brattleboro,"
Reprinted by The Brattleboro Reformer, from
its issues of December 4-8, 1972, p. 5.

Steve McLeod, "Stowe-Cambridge," The Times-
Argus, Barre, Vermont.

James McEvoy, III and Sharon Williams, Visual
Pollution in the Lake Tahoe Basin: A Report
to the Tahoe Regional Planning Agency, (Davis:
University of california, 1971), p. 2.

Steve McLeod, "Billtown-Breckfield, Morris-
ville-Hyde Park," The Times-Argus, Barre,
Vermont.

Ken Ringle, "Land Rush Changes Massanutten
Rural Life," The Washington Post, Tuesday,
September 4, 1973.

Sheafe Satterthwaite, Leisure Homes in the
Berkshires (Williamstown, Massachusetts:
Center for Environmental Studies, Williams
College, 1969), p. X.

"Crime, Drugs Up When Rural Land Developed,"
St. Lawrence Plain Dealer, September 6, 1972,
Canton, New York.

James C. Thompson and Gordon D. Lewis, "Rural
Residential Development on Private Land in
the Mogollon Rim Area of Arizona," (Fort
Collins, Colorado: Rocky Mountain Forest and
Range Experiment Station), unpublished mono-
graph.

American Society of Planning Officials, "Survey
on Recreational Land Development,"” Unpublished
survey on local land use and development regu—
lations affecting recreational land develop-
ments, conducted by the American Society of
Planning Officials, 1973. Comments made by
questionnaire respondents.

T.E. Dickison and W.E. Johnsteon, "An Evalua-
tion of Owner's Expectations of Building With-
in Remote Rural Subdivisions: Impacts on the
Rural Community," Paper presented for the Joint
Annual Meetings of the Bmerican, Canadian, and
Western Agricultural Economics Association,
Edmonton, Alberta, August, 1973, pp. 11 and 29.

The most
economic
is found
of Basic

complete data available on the socio-
characteristics of second home owners
in the unpublished Public Use Sample
Records, from the 1970 Census of Popu-

93

In some parts of the country, such as Florida and

the Southwest, local recreational lot markets are

50 glutted that independent realtors will not even

list these properties.

Faced with such prospects,

many lot owners have simply stopped making payments

on their property, cutting their losses short and

letting the property revert back to the seller or

to the local government for delinquent property

taxes.84

12,

13.

14.

15.

16.

17.

18.

19.

20,

21.

22,

lation, and available in tape form. The Public
Use Sample represents a sample of 2 million
households across the United States. These
households were selected from the Basic Records
of the 1970 Census of Population to provide
more in-depth detail than available in any pub-
lished form. For further information about the
Public Use Sample, see: U.S. Department of
Commerce, Bureau of Census, Social and Economic
Statistics Administration, Public Use Samples
of Basic Records from the 1970 Census: De-
scription and Technical Documentation (Washing-

ton: Government Printing Office, 1972).

Advisory Commission on Intergovernmental Rela-
tions, Urban and Rural America: Policies for
Growth, (Washington: Government Printing Of-
fice, 1968), pp. 20-28.

Niles M. Hansen, Rural Poverty and the Urban
Crisis: A Strategy for Regqional Development,
{Bloomington, Indiana: Indiana University
Press, 1970), pp. 33-34.

Advisory Commission on Intergovernmental Rela-
tions, Urban and Rural America: Policies for
Future Growth, op. cit., pp. 20-28.

Interview with Lorrin Morgan, Planning Director,
Deschutes County, Oregon, August, 1973.

Shaefe Satterthwaite, Leisure Homes in the
Berkshires, op. cit.

Interview with Lorrin Morgan, op. cit.

Interview with Charles EHuppuch, George Washing-
ton National Forest, Warren County, Virginia,
April 25, 1973.

Interview with Clevis Cooper, Chairman, Hall
County Planning Commission, Gainesville, Ga.,
August 6, 1974.

Interview with Charles Huppuch, op. cit.

Steven M. Born and Douglas A, Yanggen, Under-
standing Lakes and Lake Problems (Madison:
Upper Great Lakes Regional Commission, 1974),
p. 27.

Jon A. Kusler, Farnum Alston, Guy Phillips,
Don Dowsky, John Muraski, and Laran Gilbert,
Rural Land Use in Wisconsin: A Preliminary
Description cf Problems and Preventive Efforts,
(Madison: Institute for Environmental Studies,




23.

24.

25.

26.

27.

28.

29,

30.

31.

32.

33.

34.

35.

36.

37.

38.

University of Wisconsin, December, 1972),
p. 86.

Raymond J. Burby, III, Household Decision
Processes in the Purchase and Use of Reser-
voir Recreation Land (Chapel Hill, Nerth
Carolina, 1971), p. 127.

Lowell L. Klessig, Lake Property Owners in
Northern Wisconsin, op. cit., pp. 112-146.
Also see Lester H. Bagg, Carolyn Lebsock,

and Richard Lee Ragatz, The Role of the
Absentee Property Owner in Community Develop-
ment, (Ithaca, New York: Department of Con-
sumer Economics and Public Policy, Cornell
University, 1 July, 1973), p. 45-58.

Fred R. Gross, New Mexico State Senator,
Albuguerque Journal, undated material from
the files of the Central Clearing House,
Santa Fe, New Mexico.

Interview with Brant Calkin, Director, Central
Clearing House, Santa Fe, New Mexico, August,
1973.

Raymond J. Burby, III, Household Decision
Processes in the Purchase and Use of Reservoir
Recreation Land, op. cit., p. 127.

Ibid., p. 144.
ibid., p. 133.
Interview with William Nelson, Deerfield Val-

ley correspondent, Battleboro Reformer, Wil-
mington, Vermont, August 15, 1973.

Lucy Ware Morgan, "Pasco Population: 107,750,"
St. Petersburg Times, April 21, 1973, p. 1.

Interview with Matt Prahasky, Pasco County
Commissioner, New Port Richey, Florida,
August 2, 1973.

Interview with William Wiley, Planning Direc-
tor, Pasco County, Florida, August 1, 1973.

Interview with Richard Morgan, North Suncoast
Bureau Chief, St. Petersburg Times, New Port
Richey, Florida, August 2, 1973,

Juan Cameron, "Growth is a Fighting Word in
Colorado's Mountain Wonderland," Fortune,
October, 1973, p. 157.

Interview with Bill Ellis, The Bulletin,
Oregon, August, 1973.

Bend,

Robert W. Snyder, "Vacation Homes, Economic
Development and Local Government Policy in
Rural Minnesota," Minnesota Agricultural Eco-—
nomist, No. 519, (St. Paul: Agriculturel Ex-
tension Service, University of Minnesota,
1969), pp. 1 and 4.

School of Architecture and Urban Planning, and
the Environmental and Engineering Program,
Facing the Future: Five Alternatives for Mam-
moth Lakes, (Los Angeles: The University of
of California, 1972), p. 4. (Preface). -

94

39.

40.

41.

42.

43.

44.

45.

46.

47.

49.

50.

51.

52,

53.

54.

Interview with Lorrin Morgan, op. cit.

Interview with Ray Hatton, Central Oregon Com-
munity College, and Planning Commissioner,
Bend, Oregon, August, 1973.

Interview with Edward T. Bromfield, Jr., Editor,
Warren Sentinel, Front Royal, Virginia, Septem-
ber 27, 1973.

Ken Ringle, "Land Rush Changes Massanutten
Rural Life," op. cit.

Ibid.

Interview with Lorrin Morgan, op. cit.

Interview with Everett Turner, Central Oregon
Board of Realtors, Bend, Oregon, August, 1973.

Robert A. Jones, "Selling the Mirage: A Nice
Piece of Desert," The Nation, Vol. 213, No. 20,
December 13, 1971, pp. 1 616-618. Also see
anthony Wolff, "Subdividing the Reservations,"
Planning, December, 1973, pp. 19-23.

Several recent books include detailed accounts
of consumer problems in recreational land sales:
(1) Anthony Wolff, Unreal Estate, San Francisco:
Sierra Club, 1973; (2) Morton C. Paulson, The
Great Land Hustle, Chicago: Henry Regnery Com-
pany, 1972; (3) Vince Conboy, Expose: Florida's
Billion Dollar Land Fraud, Naples, Florida:
Vince Conboy, 1972; and (4) Leonard Downie, Jr.,
Mortgage on America, New York: Praeger Publish-
ers, 1974.

Interstate Mail Order Land Sales, Hearings
Before the Subcommittee on Frauds and Mis-
representations Affecting the Elderly of the
Special Committee on Aging, United States
Senate, 88th Congress, Second Session, Parts
1,2, and 3, (Washington: Government Printing
Cffice, May 18-20, 1964).

Anthony Wolff, Unreal Estate, op. cit., p. 264.

Testimony of George K. Bernstein, Interstate
Land Sales Administrator, U.S. Department of
Housing and Urban Develcpment, before the Sub-
committee on Housing, House Committee on Bank-
ing and Currency, May 1, 1973, p. 2.

Interview with Allen Kappeler, Office of Inter-
state Land Sales Registration, U.S. Department
of Housing and Urban Development, January 24,
1974.

Ibid.

‘Robert Cahn, "What You, the Reader, Say Should

Be Done About Land Sales," Christian Science
Monitor, April 6, 1973, p. 9.

T.E. Dickinson and W.E. Johnson, "An Evalua-
tion of Owner's Expectations of Building With-
in Remote Rural Subdivisions: Impacts on the
Rural Community," (Paper presented for the
joint annual meeting of the American, Canadian,
and Western Agricultural Economics Association,
Edmonton, Alberta, August, 1973).



55.

56.

57.

58.

59.

60.

el.

62,

63.

64.

65.

66,

67.

68.

69.

70.

Government Accounting Office, Comptroller
General of the United States, Report to the
Congress, Need for Improved Consumer Protec-
tion in Interstate Land Sales, (Washington:
Government Printing Office, 1973) p. 22.

Anthony Wolff, Unreal Estate, op. cit., p. 160.

Vince Cenboy, Expose: Florida's Billion Dol-
lar Land Fraud, op. cit., p. 80.

HUD-No. 72-620, Wednesday, November 8, 1972.
Rodgers, William H., Jr., "Boise Cascade: The
One That Didn't Get Away," The Washington
Monthly, November, 1972, p. 50.

"Boise Cascade Agrees to $58.5 Million Settle-
nment of Land Sales Lawsuits," House and Home,
February, 1973, p. 25.

Ibid.

Land Salesmen at Work,"
1873},

Robert Cahn, "Caution:
Christian Science Monitor (January 19,
p. 9.

Ibid.
Anthony Wolff, Unreal Estate, op. cit., p. 69.

Morton Paulson, The Great Land Hustle, op. Cit..
p. 19.

Robert Cahn, "Caution: Land Salesmen at Work,"

op. cit.

"Survey of Recreational Land Developers and
Their Projects,” Unpublished survey conducted
for this study by Richard L. Ragatz and the
Urban Land Institute (Washington, 1973), n.p.

American Land Development Association, The
Land Industry Survey, 1973, (Washington: BAmeri~
can Land Development Association), n.p.

T.E. Dickenson and W.E. Johnston, "Remote Rec-
reational Subdivision Study," (Unpublished
study, Davis, California: Department of Agri-
cultural Bconomics, University of California,
1973}, n.p.

Warren E. Johnston, "Remote Recreational Subdi~
visions in Northeastern California" Unpublished

95

71.

72.

73.

74.

75.

76.
77.

78.

80.

81.

82.

83.

data obtained from the author, Department of
Agricultural Economics, University of California,
Davis, 1972.

John Berchert, Minnesota's Lakeshore: Resources,
Development, Policy Needs (Minneapolis: Univer-
sity of Minnesota, Department of Geography, 1970),
1970), p. 14.

Interview with Carl Burlingame, Editor, Recre-~
ational Land Leisure Housing Report, April 17,
1973.

American Land Development Association, The Land
Industry Survey, 1973, op. cit.

"Survey of Recreational Land Developers and
Their Projects," Richard L. Ragatz and the
Urban Land Institute, op. cit.

William K. Reilly, Editor, The Use of Land: A
Citizens' Policy Cuide to Urban Growth, A Task
Force Report Sponsored by the Rockefeller
Brothers Fund, (New York: Thomas Y. Crowell
Company, 1973), p. 269.

William K. Reilly, Editor, The Use of Land,
op. cit., p. 264, 266.

Morton C. Paulson, The Great Land Hustle, op.
cit., p. 158.

Anthony Wolff, Unxeal Estate, op. cit.., p. 68,

Brich K. Bleck, "Merchandising Remote Subdivi-
sion Lots in Southern Arizona," Arizona Re-
search, Vol. 21, No. 8-9, August-September,
1972), p. 14.

Erich K. Bleck, "Merchandising Remote Subdivi-
sion Lots in Southern Arizona," op. cit., p. 14.

Morton C. Paulson, "Reselling Land: Profits
Rare for Second Home Sites,” The Naticnal Ob-
server, April 20, 1974, p. 8.

Anthony Wolff, Unreal BEstate, op. cit., p. 160.
Letter from Seldon Baker, Broker-Realtor to
William F. Reese, Hopkins, South Carolina,

February 23, 1971.

American Society of Planning Officials, "Survey
on Recreational Land Development," op. cit.



CHAPTER 6
PUBLIC REGULATION OF RECREATIONAL LAND DEVELOPMENT

The major governmental response to the various
impacts of recreational land development has been a
flurry of federal and state laws to protect con-
sumers. But the host of environmental, economic,
and social impacts of development have posed
equally, if not more serious problems for othéf
groups besides consumers, especially the rural host
communities in which development has occurred.

This chapter reviews regulatory trends in the local,
state, and federal response to recreational land
development, concentrating on land development regu-
lations controlling the location and quality of
development, and also sections on federal and

state consumer protection measures.

Most of the serious impacts of recreational
land development can be traced to two major factors:
the location of development, and the quality or
level of standards at which projects are con-
structed. The most glaring environmental problems
are usually the result of development occurring in
the wrong place, the inadequacy of project improve-
ments, or both. Eccnomic impacts also hinge on the
location and quality of projects. Remote locations
make public services more costly to deliver. In-
adequate site improvements mean that lot owners,
the general public, or both, will have to pay the
costs of improving or repairing these facilities in
the future. ILocation and quality are also big fac-
tors affecting the consumer; failure to deliver
promised site improvements is one of the major con-
sumer complaints against recreational land devel-
opers. Consumer protection could be substantially

improved if more attention was paid to the gquality

of the products being marketed.

Controlling these problems has traditionally
been the responsibility of local government through
land use and development regulations. However, the
areas of the country where recreational land devel=-
opment pressures have been the dreatest are the
same areas of the country which have had the weak-
est development regulations. Many rural govern-
ments had few or no regulations whatsoever when the

recreational land boom hit. Many still have none.
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Developers have frequently souaght out rural areas
which had the least regulatory red tape to wade
thrcugh.l As a result, numerous recreational subdi-
visions and second home projects have been developed
with little public scrutiny.

State governments have begun reclaiming an in-
creasing share of the responsibilities for control-
ling land developmeént, primarily due to the lack of
adequate regulation at the local level, and the in-
creasing awareness of environmental problems which
are of greater than local concern. Some state con-
trols, such as environmental impact requirements,
have had direct effects on recreational land devel-
opment. Other controls have affected development
indirectly, most notably by protecting or preserving
critical environmental areas which are often under
heavy pressure from recreational land development.
But in spite of increasing state involvement in land
use regulation, local governments still bear the
brunt of the responsibility. '

No federal legislation besides the 1969 Inter-
state Land Sales Full Disclosure Act has been en—
acted in direct response to the adverse impac;s of
recreational land development. However, a number of
federal laws, such as the National Environmental

Policy Act and the Coastal Zone Management Act have

had some indirect»effects on development.

Local Regulation

Cities, and to a lesser extent counties, have
traditionally regulated the use of land and set
development standards within the exercise of their
police powers to protect'the "health, safety, and
general welfare" of the public. Zoning ordinances,
subdivision regulations, and health and structural
codes have long been the key tools for controlling
development. For better or worse, these regulations
have been the nation's first line of defense against
the adverse environmental, economic, and social im-
pacts of urbanization in metropolitan areas.

Local Regulatory Problems. Most of the major

negative environmental and economic impacts of rec-
reational land development can be directly attri-

buted to problems with land development regulations



at the local level--the lack of regulations, weak
regulations, and poor administration and enforce-
ment. Professional staff assistance is often non-
existent or insufficient. And many communities
have misunderstood the potential impacts of devel-
opment, thus making regulatory decisions they later
regretted.

Lack of Regulations.--The recreatiocnal land

development boom caught many rural governments
totally by surprise, without any controls over land
use and development standards. In a survey of lo-
cal regulatory practices, 70 per cent of the com-
munities had recreational lots which had been sub-
divided before any regulations were ever adopted.2
Warren County, Virginia, for example, had no
land development regulations of any kind when a few
early recreational subdivisions were developed there
in the late 19505.3 In 1966, the county adopted its
first set of subdivision regulations, but only after
at least 15,000 lots had been platted and recorded
In

in approximately 90 recreational subdivisions.

1972, Warren County strengthened its subdivision
regulations, and in 1973 adopted floodplain controls
and its first zoning ordinance. Recreational land
development fell off sharply after subdivision regu-
lations were adopted, but theiregulations came too
late to avoid impacts from the development of lots
already platted.

In Deschutes County, Oregon, no zoning or sub-
division regulations existed until 1970. They had
been adopted back in 1967, but were subsedquently
voted out along with the county planning commis-
sion.4 Over 70 per cent of Deschutes County is in
public ownership, mostly controlled by the U.S.
Bureau of Land Management and the Forest Service.5
Two-thirds of the remaining private land in the
county has been subdivided into homesites, 70 per
cent of which occurred as recreational subdivisions
(over 20,000 lots) between 1960 and 1970--before
local regulations were in effect.6

Warren and Deschutes Counties are not unigque.
As recently as 1971, a survey of one-third of the
nation's counties showed that only 41 per cent of -
the non-metropolitan counties (less than 100,000

population) had zoning regulations.7 The figure

for metropolitan counties (over 100,000 population)

was 55 per cent. The disparity was even greater

for subdivision regulations, which existed in only
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25 per cent of the non-metropolitan counties as op-
posed to 51 per cent of the metropolitan counties.
Only 48 per cent of the non-metropolitan counties
reported that they performed any planning functions,
as opposed to 76 per cent of the metropolitan coun-
ties. Zoning and subdivision regulations occur even
less frequently in the unincorporated portions of
counties. In 1971, zoning existed in the unincor-
porated areas of 39 per cent of the nation's coun-
ties; subdivision regulations governing unincorpo-
rated arcas existed in only 25 per cent’'of the coun-
ties.

While many communities are still without regu-
lations, their numbers are declining. As recently
as 1968, less than 24 per cent of all U.S. counties
had zoning ordinances and only 29 per cent of all
counties had subdivision regulations.8 A 1973 sur-
vey of selected recreational land developers re-
ported that 69 per cent had encountered zoning ordi-
nances and 88 per cent had encountered subdivision
regulations.9

Structural regulations such as building codes
are also lacking in many rural areas. In Pasco
County, Florida, retirees from the north helped
swell the county's population from 33,000 to 108,000
between 1960 and 1973. Complaints over shoddy con-~
struction practices finally resulted in local ef-
forts to adopt the county's first building code in
1973. Local officials expected the code to be a
highly amended version of the Southern Standard
Building Code, often criticized as a traditionally
weak code in itself.l0 1n 1970, 27 per cent of all
dwelling units in Deschutes County, Oregon were in
a "dilapidated or deteriorating condition," yet in
1973, the county still had no building, plumbing, or
electrical codes.ll

Most rural areas still have no structural codes.
In 1971, a survey of county governments reported
only 21 per cent of all responding counties as hav-
ing any "code enforcement."1? TForty-two per cent of
the metropolitan‘bounties had codes, while only 18
per.cent of non-metropolitan counties had them. And,
the majority of counties reporting code enforcement
activities‘didrso only for incorporated areas (60
per cent), ieéving construction in the unincorpo-
rated, rural éreas unregulated.

This lack of regulation is no mystery. Local

governments rarely adopt legislation in anticipation



of a problem. Only after a problem has occurred

are laws passed to avoid further damage. The
amount and sophistication of local land development
regulations tend to vary directly with pressures
for land development. In remote rural areas of the
country where development pressures have been mini-
mal, there has been little interest in regulations.
There are other reasons for the lack of local
regulations too. One is a deep-seated political
resistance to government control over private pro-
perty. In most rural communities, the less govern-
mental control the better, especially when it comes
to control over the use of 1and.13

Inadequate Regulations.--The absence of regu-

lations accounts for only part of the local regula-
tory problem. Inadequate regulations are also a
serious problem. In the ASPO survey of local regu-~
lations, over one-third of the respondents reported
that their regulations were either "less than ade-
quate" or "very ineffective."14 Most regulatory
tools were not designed to manage large-scale proj-
ects, and consequently ignore many important con-
siderations. What some communities call subdivi-
sion regulations are nothing more than simple plat-
ting laws which only require developers to survey
lot lines and roads, and file a plat at the county

courthouse.
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Development standards in many rural areas are too lenient, often

In Okanogan County, Washington, as in many
rural counties, the subdivision regulations only
apply to projects with lots below some maximum
size. In Okanogan County, the maximum is 20 acres.
Developers subdividing.property into lots larger
than 20 acres can avoid filing subdivision platé.
Other loopholes in the reéﬁlations permit the re-
subdividing of these 20-acre parcels into four lots,
also without filing any plats. The Okanogan County
Planning Director states that, "In effect, subdivi-
sions are being created where they would not be
allowed under the Platting Ordinance."l5 over
25,000 acres of land in the county have been subdi~
vided into 20-acre recreational lots to avoid meet-
ing the requirements of the county platting ordinahcé.

Unsophisticated zoning techniques in Summit
County, Colorado, have allowed recreational devel=-
opment there to ignore environmental constraints:

In many cases throughout the country, resi-
dential zoning is defined as follows: Ilow,
medium, or, high density, which usually
means from one to twenty-five units per
acre depending on the designation and has
reached a high of sixty in Breckenridge.
Blanket zoning such as this is simplistic
and unworkable in mountainous areas where
in the same fifty-acre parcel a developer
may be confronted with variation in slope,
streams, ‘poorly drained wetlands, thin
soils, and exposure, among other concerns.
Yet, if his parcel is zoned to accommodate

L
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permitting construction on excessive slopes

with weak controls over grading or the removal of vegetation.
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a certain number of units per acre he
fully expects to develop to that density,
regardless of environmental 1imitations.16

In Wayne County, Pennsylvania, road mainte-
nance has been a problem in some recreational sub-
divisions due to their substandard design. Wayne
County's road ordinance only specifies the width of
the right-of-way, and contains no standards speci-
fying the quantity or quality of base and surface
materials, as commonly required in most éuburban
subdivision regulations.17 In Deschutes County,
Oregon, a local newspaper reported that the "recre-
ational subdivision section of the [Deschutes
County Subdivision] Ordinance was compromised to
suit real estate people, the county planning com-
mission and the State Board of Health."18 The
Ordinance does not require developers to provide
community water or sewer systems for lots larger
than one acre, even though they are adjacent to
rivers and streams, or in other low lying areas of
the county where the level of the water table is
dangerously high.

Poor Administration and Enforcement.__In addi-

tion to being substantively weak, many local land
development regulations are poorly administered

and enforced. Insufficient staff to handle the

heavy workload is often the major problem. For

example:

In Tuolumne County, Earl Magwoode is the
total planning staff. The county now has
20,000 recreational subdivision lots de-
veloped and Magwoode says, 'We're so far
behind, I need at least two years to catch
up. We are $2 million behind in our road
work, and there probably isn't enough water
available to meet the demands of the exist-
ing subdivisions, if they are built up.'

In Mendocino County the work loads imposed
by a single project, Brooktrails, were so
great the developer's engineering company
was allowed to pay the county employees
overtime to expedite county technical re-
view and authorization.

In 1968, the National Commission on Urban Problems
reported:

Less than one-fourth of all the jurisdic-
tions attempting to requlate land use and
building practicesg have any full-time em-
ployees so engaged, and in only 1 in 9 of
them is such regulation directed by a full-
time employee paid as much as $9,000 a year.20
A 1973 survey reported that the national median was
only two authorized professional planning positions
in city and county planning agencies with popula-

tions under 50,000.21 1In some rural counties, reg-
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ulations are so new and staff so few, that subdivi-
sions sometimes go unregistered, and for that mat-
ter, unnoticed by local authorities until there is
a complaint by a lot owner or an application for a
building permit. In Utah, many recreational sub-
divisions are approved by local governments prior
to determining whether water and sewage systems can
be provided. Home construction often gets underway
before anyone discovers that these facilities will
not be available. According to the Utah Division
of Health, such deficiencies usually result in
“permanent health hazards."22

Other regulations are often inadequately ad-
ministered and enforced as well. Public health
regulations are one good example. Enforcement is
generally a matter of state concern--a part of the
state's police powers—-and is usually shared with
local governments.23 In Warren County, Virginia,
a number of recreational lots were unexplainably
approved by local health officials, even though
they did not meet current health codes.24 Other
problems can occur when developers are relied on
to do their own testing and submit the findings to
local officials. Staff limitations often prohibit
anything more than sample testing. As a result,
subdivisions are approved with some individual lots
which do not comply with the health code.

Finally, there is the age-old problem of cor-
ruption in government, from which rural govern-
ments are no more immune than any other levels of
government. Several local officials interviewed
in the course of this study mentioned that corrup-
tion had destroyed the effectiveness of develop-
ment regulations. Conflicts of interest are com~
mon where people with land development and real
estate interests sit on local planning commissions
and county boards of supervisors.

A California legislature joint committee
on open space lande found that thirty-one
per cent of the county planning commission-
ers in the state have at least a direct
beneficial interest in [commission] deci-~
sions . . . [and therel is strong evidence
that planning commissions, as presently
structured and regulated, potentially can
be utilized in a manner contrary to public
interest.

Not long after the committee's report was
issued, the Riverside County grand jury
indicted a county supervisor, a planning
commissioner, and three developer repre-—
sentatives on charges of perjury, bribery
and conspiracy. It is alleged the developer



of a proposed recreation subdivision
influenced the county officials through
a $3,500 campaign contribution. The
supervisor switched his vote to 'yes,'
making the project vote 3-2 in favar of
development, according to the allega-
tions.?22

Large recreational land developments create serious
temptations for local officials, who are often

local businessmen as well. For example:

Such projects create another problem
in small counties. They create jobs
and they require services that local -
businessmen would like to supply.

So a painting contractor, who is also
a planning commissioner, bids and gets
a job on a big project in his own
county; a county counsel, on his own
time, handles legal matters for a
major developer. In a third county,

a real estate man--planning commis-
sioner, halfway through a discussion
of a major project, announces he is
licensed to sell land for that parti-
cular development, and will therefore
abstain from voting. All three indi-
viduals were open about their relation-
ships, and they saw no conflicts.26

Failure to Recognize Development as Urbaniza-

tion.-~Many local governments have not been quick
to recoghize or appreciate the full implications
of recreational land development, and therefore
not so quick to adopt regulations to deal with
them. There are several reasons for this. First,
it is difficult for local officials in rural areas
to foresee any rapid forms of urban developmenﬁ.
In metropolitan fringe areas, where domino urbani-
zation has traditionally been the pattern, a com-
munity could anticipate its own future by 1ooking
down the road at what was already happening. But
recreational land development is more independent
of cities than bedroom suburbs, and leapfrogs into
the hinterlands surprising communities unprepared
for rapid growth. In Warren County, Virginia,
just 60 miles from Washington, D.C., some local
officials found inconceivable the suggestion that
their county could become transformed into another
Fairfax County {a highly urbanized county to the
north, closer to Washington).27

Second, in many communities where premature
recreational subdivisions have occurred, local
officials have had difficulties taking such devel-
opment ser;ously. They assume that recreational
lots are being sold to "suckers back east," none
of whom would rgally consider moving way out to

the middle of nowhere. As long as no one wants to
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use these recreational lots as homesites, they
create few impacts, and need little attention or
regulation. This analysis is often true, but such
unimproved land sales promotions are hard to dis-
tinguish from legitimate recreational subdivisions
which stand good chances of becoming real communi-
ties.

Third, because second homes are usually
thought to be only seasonally occupied, they are
also thought to have much less impact than perma-
nent homes. Developers often argue strongly for
variances from local regulations on the grounds
that seasonal occupancy creates less impact and
less necessity for improvements. One local planner
stated, "They [developers] attempt, more than in
conventional subdivigions, to get you to wave or
modify all of your regulations."28 Some of these
arguments make sense to the extent that second
homes remain seasonally occupied, but no acceptable
method of assuring that they do has been found.

Trends in Present Practices. Recreational

land development has stimulated many local govern-
ments into action. The number of communities reg-
ulating land development continues to grow each
year, often as a direct result of experiences with
recreational subdivisions. Still others have been
motivated to strengthen éxisting regulations.

Conventional Standards.--Local governments

which have taken steps to regulate recreational
land development have relied on the conventional
techniques of zoning and subdivision regulation,
and structural and health codes. Their approach
has been generally uniform. The ASPO survey of
local regulatory practices conducted for this
study reported that 78 per cent of the responding
jurisdictions applied the same regulations to rec-
reational subdivisions as they did to first home
subdivisions.2? In the negotiation process be~
tween local officials and developers, where an

increasing number of today's development decisions

“are being made, 72 per cent of the respondents

stated that they made no distinctions between
standards for second and first home developments.
The policy adopted by San Diego County provides a

good statement of this common approach:
Purpose

The purpose of this policy is to indicate
to the citizens of San Diego County and



subdividers in particular, the criteria
which will be applied to developments
proposed for "second" homes in the moun-
tainous areas of the County which lie
west and south of Anza-Borrego Desert
State Park and easterly of a line at the
base of the coastal foot hills. . . .

Background

Large land holdings have been or are being
acquired by persons interested in provid-
ing the public an opportunity to acquire
parcel of land which can be developed with
a "second" home. The County recognizes

the need to provide an opportunity for such
recreation oriented developments in the
back country, but also recognizes that with
the passage of time a "second" home has a
tendency to become a full-time home, and, as
such, all public services connected with
full-time residency must be provided for at
the time of initial develcpment.

Policy

It is the policy of the Board of Super-
visors that: All development shall con-
form to the County of San Diego General
Plan as adopted or amended as to land use
and density. If proposed developments
conform to the General Plan, the follow-
ing services and facilities shall be pro-
vided and the noted development standards
complied with.30

A local planning director comments on his communi-
ty's policy by stating:

Our regulations require that any recrea-

tional subdivision located within ouxr

jurisdiction, provide the same facilities

as any "normal" subdivision. We do not

accept the theory that recreational subdi-

visions do not place all the demands upon

local government a normal subdivision

would, 31

Public health laws and building codes ‘make
few, if any, distinctions between second and first
homes. Distinctions are made, however, in enforce-
ment. Local health officials are often lenient
with recreational lot owners if they bought their
property before the regulations took effect. 1In
Deschutes County, Oregon, the local sanitarian's
office has an unwritten policy of making compro-
mises on septic tank permits with lot owners whose
purchases predate the regulations--lots which do
not meet the new one-acre minimum requirements for
on-site septic tanks.32 Also many lot buyers have
purchased property which never did meet the health
codes, and many local officials are lenient in
these cases too. The major cause of this problem
is that in many rural areas, the approval of subdi-

vision plots is not contingent upon first meeting
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local health regulations. In such situations, the
two sets of regulations are enforced separately,
i.e., subdivisions through the plat approval pro-
cess, and health codes through the issuance of
building or septic tank permits. In many counties
in eastern Pennsylvania, for example, the law does
not prevent subdivisions from occurring on unaccept-
able soil.

by lot basis by local health officials at the time

Sewage disposal is controlled on a lot

the property owner applies for a sewage permit,33
As a result, many recreational lots have been sub-
divided which are in conflict with local health
requirements for water supply and sewage disposal
systems. And again because of the law's silence,
many subdivisions have been allowed to occur in
some parts of the country with no accessible ground
water. For example, between 1962 and 1972, only
41 per cent of the recreational lots registered
with the Utah Real Estate Division claimed availa-
bility of water.34

Some local governments have taken steps to
avoid this problem by requiring health department
approval prior to local approval of subdivision
plats. The Utah County, Utah zoning ordinance now

contains such a provision:

Where domestic sewage disposal is to be
accomplished by the use of individual
sewage disposal facilities, the suitabil-
ity of the land for sewage disposal shall
be determined by standard seepage tests
before the development is given prelimi-
nary approval. Suitability of the water
supply shall also be determined by standard
water analysis before the development is
given final approval.35

A number of arguments have been advanced sup-
porting the application of the same standards to
both second and first home development. First,
many local governments have found that the impacts
of second home development are not significantly
different from those of first home develppmen;.36
Impacts resulting from construction are similar, if
not identical. Impacts from occupancy and use may.
differ during the early years, but should be con-
gidered on the basis of periods of peak occupancy,
rather than'on the basis of total or average occu-
pancy. Even though a recreational subdivision may
be heavily occupied during only one season of the
year, critical facilities such as water and sewer
systems and roads must be designed to accommodate

user demands during periods of occupancy.



Alsa, second homes tend to become perma-

mently occupied year round, either by their ori@i-
nal or successive owners. In the ASPO survey of
local regulatory practices, the most frequent jus-
tification for requiring recreational land develop-
ment to meet the same standards as conventional
first home development was that second homes would
eventually become first homes, making any signifi-
cant distinction between the two pointless. Sev-
eral respondents commented on this point:

. . . second home units ultimately become

first home units.

There is no such thing as a second home
subdivision. It may be designed that way,
but in a short time, it is permanent and,
therefore, should be treated as a first
home development.

Basically . . . experience has shown that
second homes tend to become first homes
sooner or later.

Numerous second homes have now become

first homes. Therefore, who is to say

what is a second home?37
Permitting reduced subdivision improvement and con-
struction standards for second homes would only
postpone the need for improvements until some
later date when the rate of permanent occupancy
demanded it. Such an approach would be difficult
to enforce, and the costs for some improvements,
such as major sewer extensions, could wind up being
borne by the general public. Logic demands that
the developer be required to install all basic im-
provements at the outset, of course passing their
cost on to consumers in the price of the lots.

Finally, making major regulatory distinctions
between second and first home development is admin-
istratively difficult for local governments. Some
developers argue that standards should be reduced
for second homes minimizing their impacts in other
ways, such as by restricting periods of occupancy,
or requiring certain improvements only when homes
are converted to permanent use. There are two ar-
guments against this approach. First, as mentioﬂed
earlier, the most significant impacts are not all
that different, regardless of annual occupancy »
rates. Improvement requirements should be made on
the basis of density, not occupancy. Second, and

even more important, it is administratively {(if not

politically) impracticél to enfdrcé a policy limit-

ing occupancy. As one local official put it:
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. . . there is no effective way of guaran-
teeing that a second home will always be a
second home. There are more important
things to do than check on who is living
in a house year~round or on vacation.38

Utah County, Utah, adopted a zoning ordinance
containing a "Mountain Home Developments" zone de-
signed to control the impacts of recreational sub-
divisions in the mountains by restricting occupancy
to a maximum of 180 days per year.39 Already, how-
ever, several lot owners have expressed their inten-
tions of settling permanently in their "mountain
homes," and the county has no practical means of
enforcing the ordinance. Local officials concede
that regulating occupancy has not worked, and in-

tend to revoke the ordinance entirely.40

variations from Conventional Standards.--In

spite of the above arguments, some local govern-
ments do make regulatory distinctions between sec-
ond home and first home developments. In a few
instances, local governments have been tougher on
recreational subdivisions than on first home subdi-
visions. San Diego County's "Back-Country Subdivi-
sion" policy requires that a proven source of water
be named, and puts more restrictions on grading in
mountainous areas.4l Since many recreational subdi-
visions are attracted to sensitive environmental
areas, there are good reasons to review them more
carefully and often require stricter standards. One

local official states:

Initially there is perhaps a more denfensive
attitude toward the [second home] project.

It is examined much more closely in regard
to its potential environmental impact, where-
as a first home subdivision receives a more
balanced review.42

Deschutes County has created a "Rural Recreation

. Residential Zone" conforming to an already well-

established pattern of recreational subdivisions in
the county.43 Minimum lot sizes in this zone are
higher than in conventional urban and suburban
residential zones, primarily because of high water
tables in many of these areas and the dangers of
groundwater pollution from septic tank seepaée.
But these types of considerations focus on the ca-
pacity of the land itself, not on any particular
forms of development, such as recreational subdivi-
sions. All forms of land development in sensitive
environmental areas should be reguired to meet,

stricter standards to the extent they are necessary.



Some communities do relax their development
regulations for recreational subdivisions. Usually,
this is done by granting special permits or vari-
ances from existing regulations rather than by
adopting separate provisions or standards for rec-
reational land development. Street standards are
the most frequently relaxed, usually permitting
less durable surfacing material in anticipation of
lower traffic volumes.?? Variances are also com-
monly requested from standards regarding such items
as curbs and gutters, storm drainage systems, side-
walks, and street lighting.

There are several common arguments for relax-
ing standards. One is that seasonal occupancy
creates lower impacts than permanent occupancy.
Septic tanks used only seasonally are less hazard-
ous than septic tanks used year-round. But some
other important facilities, such as central water
and sewage systems, must be designed to handle
demands during periods of peak occupancy. Density
and peak loads should be the real determinants of
improvement needs, not occupancy rates. The lower
the density, the better the case for relaxing some
standards. Of course, all residential developments
should be required to meet sound planning, engineer-
ing and health principles based on density and the
carrying capacity of the site regardless of whether
they are designed for permanent or vacation use.

Another argument for relaxing conventional
standards is that major facilities such as central
water and sewer systems are not needed during the
early years of a recreational subdivision, since
so0 many people buy lots for speculation and do not
intend to use them, and since most buyers purchase
their lots on 1l0-year installment contracts which
prohibit home construction until the lots are paid
off and the title has been transferred. If im-
provements were installed initially, they would
simply sit and disintegrate during the years of
low buildout. But one could argue that if basic
site improvements are not needed at the time the
property is subdivided, then by the same token, the
subdivision is not needed either, since it is being
develcped prematurely.

The important questions for local governments
to consider are who should pay for the improve-
ments, and when is it administratively most effi-

cient to require installation of facilities? By

the time lot buyers have paid off their contracts,

the developer will not usually be around to install
the facilities, and local governments will be faced
with the often difficult task of asking lot owners
to make the capital outlays for the necessary im-
provements. In some cases, the lot owners may not
even be able to afford to pay these costs. In other
cases, it may be politically difficult to force them
to cover the entire cost themselves, and the general
tax-paying public will have to absorb the difference.
In Deschutes County, Oregon, the local planning com-
mission has adopted the policy of not requiring
recreational subdivisions to include paved roads.45
This policy is based on the fact that it may be
years before any substantial home construction
occurs in these subdivisions. Since the roads are
being dedicated to the county, it is cheaper, at
least in the short run, for the county to maintain
unpaved roads rather than paved ones. Later, if
substantial home construction actually occurs, they
will face the task of improving roads.

A final argument for relaxing standards for
second homes is that many conventional subdivision
improvement requirements (such as curbs and gutters
and street lighting) detract from the rustic recre-
ational environment developers are trying to create
and consumers are in search of. Where rustic char-
acter can be preserved without endangering the envi-
ronment and project residents, such arguments have
merit in some cases. Again, however, variations
from existing development standards should be based
on sound planning and design criteria depending on
density and carrying capacity regardless of whether
a project is to be rustic or urban in character, for
seasonal or permanent use.

The Role of Property Owners' Associations.--

Many rural governments are more inclined to grant
variances from existing standards if they are re-
lieved of future responsibilities for maintaining
project facilities, such as roads, water and sewer
systems, and recreationai facilities. In some cas-~
es, local governments have clearly sought to avoid
their traditional responsibilities by permitting or
encouraging developers to set up property owners'
associations. These associlations are typically non-
profit corporations modeled after home owners'
associations common in metropolitan suburbs and con-
dominiums.

Delegating quasi-governmental responsibility to

property owners' associations in recreational subdi-



visions raises a number of concerns. First, while
the suburban experience with home owners' associa-
tions has been largely positive, property owners'
associations in recreational subdivisions differ in
several important respects. Homeowners' associa-
tions are made up of permanent residents who are
pPresent year-round, and most of whom move into the
project and join the associatjon within a rela-
tively short period of time. On the other hand,
property owners' associations 'in recreational sub-
divisions consist of three distinctly different
groups of people with distinctly different sets of
interests. One group includes speculative lot
owners who have no intentions of building, have
little interest in the project, and want to minimize
their investments in the property, including main-
tenance fees paid to the property owners' associa-
tion. A second group consists of second homeowners
who have built second homes for vacation use, but
who only visit the project intermittently and must
divide their energies and interests between their
first and second homes. The third group consists
of the permanent residents of the project, often
retirees, who are the most concerned about levels
of project maintenance and the operations of the
association in general. These divergent interest
groups can create ‘¢ohnflicts over things like set-
ting maintenance fees and the use of project facili-
ties, and generally make managing such an associa-
tion more difficult than in a first home community.4®
In addition, since many recreational property
owners are often non-residents of the area, and non-
residents of the state as well, conducting business
in any democratic fashion is difficult. It is typi-
cally hard to get quorums at project meetings, and
some associations have had to conduct much of their
business by mail.47 Heavy resident involvement is
essential for a healthy association, and therefore
less democratic organizational forms than the normal
homeowners' association (such as the community trust)
might be more suitable for recreational projects.48
Finally, there is always the danger that the
property owners" association cannot manage its own
affairs or afford the financial burden of maintain-
ing the facilities it owns. Experience to date in~
dicates that these associations have.been less ac-
tive and less successful than comparable suburban

associations composed entirely of permanent resi-

dents.49 In California, and elsewhere, some asso-
ciations have folded, leaving subdivisions with no
controlling entities.so When this happens, local
governments usually have to step in and assume re-
sponsibilities for project maintenance, as well as
costs.

New Techniques.-—New techniques for analyzing
and regulating development are evolving continuously,
such as environmental and fiscal impact analysis, and
flexible zoning controls such as planned unit devel-
opment ordinances. Usually, these planning and regu-~
latory techniques require increased staff capabili-
ties. Most of them are not yet widely used in rural
communities, nor even in many urban communities for
that matter. Still, such new techniques offer in-
creased opportunities to better manage recreational
development in the future, and they should be care-
fully considered.

The environmental impact review process is
probably the most important new analytical technique
applied to land development in the 1970's. Some
consider it the "single most important change in
land use regulations since zoning."51 The EIS out-
lines the effects of a project on its environment,
and enables decision makers to make more informed
choices. 1Its purpose is to "force full disclosure
of the environmental consequences of a proposged ac-
tion," and to ultimately inject environmental con-
siderations into the initial design process. But
few local governments apply this review technique
to private development projects. California and
Washington are two pioneer states where local gov-
ernments use tﬁe EIS to evaluate private development
proposals, as well as public actions.

Santa Cruz County, California has used the EI3
process to review several recreational land develop-
ments. Since environmental impact is the focus of
the process, rather than any particular type of de-
velopment activity, no distinctions are made when
reviewing recreational land development proposals.
The county planning department uses its own staff
or commission's consultants to write environmental
impact statements, charging developers' fees to
cover the costs. Most communities, however, go no
further than preparing guidelines for writing state-
ments, requiring developers to prepare the actual
statements. Washington also enacted legislation

establishing an EIS process for local governments



in 1971.
cess has been applied to private subdivisions, in-
‘cluding recreational subdivisions.52

Relatively few recreational land development
proposals (or any other propesals) have ever been
turned down due to the findings of an environmental
impact statement, however, the process has often re-
sulted in better project design, which is its pri-
mary intent. Local officials in both Santa Cruz
County and King County, Washington commented that
important design changes had been made in second home

developments through use of the EIS process.53

A few rural communities faced with recreational
land development pressures have attempted to in-
corporate considerations for the socio-economic
impacts of recreational land development intc their
requlations. Warren County, Virginia has used de-
velopment application fees to finance a cost-bene-
fit study of a recreational land development pro-
posal .54 wWarren County’s study focused on the
fiscal impacts of the project on county government,
including projections of the taxes generated and
the public expenses incurred over time. Such
studies have also estimated impacts of recreational
projects on local employment and local business
firms.

Bayfield County, Wisconsin, offers another ex-
ample, This community has amended its zoning ordi-
nance to require economic impact statements from

subdivisions ot more than 100 lots:

The applicant shall submit with his applica-
tion for approval a detailed economic impact
statement by competent professional help,

such as engineers, land planners, and experts

on government finance, showing the expected

tax revenues to be paid by the proposed devel-
opment to the county, town, and school, util-
ity and sanitary districts, and the cost rea-
sonably expected to be incurred by them in
providing all governmental services required
by the development and those who will live in
it.35
These types of requirements are used like environ-
mental impact statements. They provide additional
information for local planning commissioners and
legislators making project approval decisions, and
can be used to negotiate more acceptable projects
with developers.

The planned unit development (PUD) technique is
also becoming more common to rural communities. The
PUD process permits relief from the monctony and
and en-—

rigidity of conventional zoning provisions,

Since two court decisions in 1973, the pro-

courages more flexible and innovative site design.
It is especially attractive for use in natural areas
such as along shorelines or in rugged terrain since
housing can be clustered and important natural fea-
tures of the site preserved.

Regulating 01d Subdivisions.,--Even where con-

trols have been implemented there is still the prob-
lem of avoiding adverse impacts from all the vacant
recreational lots created beféfe regulations took
effect. Warren County, Virginia had 15,000 recre-
ational lots created prior to the adoption of
subdivision regulations in 1966. Over 20,000 rec-
reational lots were created in Deschutes County,
Oregon, before subdivision regulations and a zoning
ordinance were put into effect in 1370.

Seventy per cent of the communities surveyed
by ASPQ contained recreational lots which had been
subdivided prior to.the adoption of the regulations,
and which did not meet current minimum standards
set forth in those regulations.56 Development pres-
sures for home construction on these lots have
occurred in over half of these communities. The
problem local governments face is what to do when
these requests for development occur.

Responses to this problem have varied. In the
majority of cases, construction has been permitted
on recreational lots which predate the requlations
without current standards being met. In other cases,
compromises have been made. In Deschutes County,
recreational lots which predate the zoning ordi-
nance do not have to conform to minimum lot size
requirements, but they must meet standards for
building setbacks and yard requirements.57 Local
officials compromise least on health code reguire-~
ments, although flexibility occurs here too. Health
requirements are usually made retroactive and apply
to all vacant lots, regardless of when they were
subdivided. Unbuildable lots exist in many parts
of the country because they do not meet local health
code requirements for sewage disposal. Many of
these lot owners will be denied permission to build,
and there is little likelihood that central sewer
systems will be installed. Consumers in this pre-
dicament must assemble several lots until they have
a parcel which complies with the health code, or
else sell out. One local planner reports his com-
munity's policy as follows:

Unimproved substandard lots cannot be built
upon unless minimum health department re-



quirements are met by combining lots to get
fthe] required square footage (11,000 square
feet). 98

Another planner reports:

The lots must meet building code require-~
ments regarding water and sewers, i.e.,
they must be buildable sites, but they do
not need to meet current subdivision re-
quirements.

Some communities seem to have these priorities
turned around, standing firm on their subdivision
requirements (building setbacks and yard dimen-
sions), while relaxing their health codes.

This same question arises concerning the con-
version of second homes to permanent homes when the
structures in question do not meet current building
code requirements. Over three-fourths of the com-
munities responding to the ASPO survey had second
homes which had been converted to year-round resi-
dences; over half of these structures did not meet
the current building code requirements for first
homes .60 Most of these communities (84 per cent)
reported no reguiations which required any struc-
tural improvements to be made at the time of con-
version to permanent occupancy. Of those few which
do try to regulate improvements at conversion (i.e.,
bringing them "up to code"), most require the owner to
obtain a certificate of occupancy to use a second
home as a permanént home. But enforcement of such
requlations is highly impractical and most of these
structures are only regulated if a complaint is
filed by an adjacent property owner or some other
party, or if the owner files an application for
additions or improvements to be made to the build-

ing.

State Regulations

Many state governments have broken the tradi-
tional pattern of local responsibility for all land
use decisions by enacting a variety of legislation
giving states more direct control over land use.
While aimed at all forms of land development, much
of this emerging body of state legislation has a
direct bearing on recreational land development.
Some state laws, such as Vermont's Act 250, have
been drafted primarily in response to intensive
recreational land development.

There are twb major thrusts of emerging state
legislation which affect recreational land devel-
opment. One involves direct contrcls over develop-.

ment, either by forcing local actieon, or by ocut-
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right state control. Equally, if not more important
are the new state laws aimed at protecting critical
natural areas--areas which are often under the great-
est pressure from recreational land development.
Protecting consumers through land sales laws is also

an important state responsibility. .
Controlling Land Development. State controls

of land development have taken both the forms of man_
dating local regulatory systems as well as direct
state controls over cértain types of projects, such
as large-scale subdivisions.

Mandatory Local Controls.--Some states (Colo-

rado, Montana, and Oregon) have begun requiring
local governments to adopt regulations backed up by
the threat of state intervention if local govern-
ments fail to act. In 1969, the Oregon Legislature
passed a law requiring every city and county in the
State to adopt comprehensive land use plans and
zoning ordinances by the end of 1971. Although the
law authorized the Governor to extend the deadline,
it also allowed him to develop a comprehensive plan
and zoning ordinance for any city or county con-
sidered making inadequate progress. Further, the
Governor was given the power to enforce State imposed
regulations with court injunctions against develop-
ment proposals which violated State regulations. ©On
one occasion, the Governor placed a moratorium on
the issuance of building permits in Lincoln County,
until the county commissioners agreed to complete
their comprehensive plan and zoning ordinance. 1In
another instance, at the request of the Jefferson
County commissioners, the Governor placed a mora-
torium on new subdivision plats until the commis-
sioners could adopt a subdivision ordinance and com-
plete a land use plan.

This initial act gave local governments no
guidelines and no money, both major shortcomings.6l
Senate Bill 100, adopted by the 1973 Oregon Legis-
lature corrected these problems by creating a De-
partment of Land Conservation and Development to
establish statewide land use planning goals and
guidelines by January, 1975, and authorized an ap-
propriation of $2 million to be distributed to
local gOVernmentS.62 Within one year after ap-
proval of the statewide guidelines, all local com-
prensive plans and development-related ordinances
must be in compliance.63 The bill also charges

the department with issuing permits for activities

of statewide significance, including sewer and edu-



cational facilities, and with recommending areas of
statewide concern to a new Joint Legislative Com-
mittee on Land Use.

State governments have strengthened other types
of local regulations as well. In Montana for ex-
ample:

The State Department of Environmental and
Health Services is required to promulgate
rules and standards relating to adequacy
of water supply and the quality of sewage
and solid waste disposal systems for all
subdivision developments. No such devel-
opment is permitted without department ap-
proval, and application for approval must
include certain specified information as
to water, sewage and solid waste disposal,
at the approval of the local health offi-
cer.

In 1973, Oregon health laws were substantially
strengthened when sewage disposal approvals were
assisgned to the State's new Environmental Quality
Board. 6% The law prohibits any local government
from approving any subdivision, land partitioning,
plat or plan until it has received a written ap-
proval from the Environmental Quality Board. This
requirement helps to insure that no recreational
lots can be sold without adequate sewage disposal
facilities, and it also takes some of the political
pressure off of local planning commissions.

States have also increased their role in code
enforcement. In 1970, Connecticut became the first
state to adopt a mandatory, uniformly administered
statewide code covering all types of structureé,
with Maryland, Michigan, and Minnesota adopting
similar'codes in succeeding years.66 Several other
states have adopted less comprehensive, statewide
codes exempting certain types of structures (e.g.,
one and two family units) or setting standards only
for particular kinds of units (e.g., manufactured
structures). Some of these codes are voluntary,
but the trend is toward mandatory requirements. In
almost every case, they are administered locally,
although most of the states, like Connecticut, pro-
vide a state building code standards committee to
67

hear appeals.

Statewide Land Use Plans.--In addition to mak-

ing local regulations mandatory, more than half of
the states have adopted some form of statewide land

use plan.%® Although statewide plans vary consider-

ably, they generally assess land and water resources,

project future needs for these resources, examine

current land use problems and governmental responses,
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and propose guidelines and techniques for directing

future growth.

In 1970, Vermont passed the Environmental Con-
trol Law (Act 250) largely in response to the pres-
sures of recreational land development. In requir-
ing state and regional approval of all proposals
for major residential subdivisions and highways,
Act 250 requires a series of statewide plans to be
adopted as part of the criteria for project review.
The first plan was an interim land capability plan
which described existing land uses in the state and
provided a preliminary classification of lands
based on physical limitations of development, suit-
ability for agriculture, forestry, or mining, and
the existence of unique or fragile environmental
conditions.69 The second land use plan, the "Capa-
bility and Development Plan," set forth state land
use goals and objectives and was adopted in 1973.
The final plan, classifies all land as urban, rural

residential, agricultural conservation (prime agri-

cultural land}, resources and agricultural conser-

vation (secondary agricultural and forest lands) or
reserves. 70 These plans will provide a policy base
for state agencies and local governments to use in
adopting land use controls, and provide general use
criteria to be considered in approval of highways
and large residential developments, including rec-
reational land developments.

Developments of Regional Impact.--Several

states have adopted legislation to deal with devel-
opments creating greater than local impacts. One
example is Florida's Environmental Land and Water
Management Act of 1972.71 Based in part on the
American Law Institute's Model Land Development
Code, the two major components of Florida's program
regulate developments of regional impact and criti-
cal environmental areas. The law designated the
Division of State Planning to prepare a comprehen-
sive state land use plan as a policy framework, and
created an Environmental Land Management Study Com-
mittee to report to the governor and legislature on
strategies for related issues such as local subdi-
vision regulations, land sales, develcpment rights,
and tax policies.

Under the law, every developer proposing a
project classified as a development of regional
impact (DRI) must file a form with the local gov=-

ernment, the regional agency, and the Division of



State Planning, including detailed information on
how the project will affect the region's environ-
mental and natural resources, public facilities,
and economy.

Partly in reaction to rapidly increasing sec-
ond home development on inland lakes, Maine passed
the Site Location of Develapment Act in 1970.

Under the act, the State Environmental Improvement
Commission (EIC) is given the power to enforce a
permit-approval system for all large commercial
developments, including residential subdivisions
larger than 20 acres, as well as any other residen-
tial projects that would regquire effluent discharge
permission from the EIC. Approval is based on the
developer's financial capability, on the impact of
the proposed development on traffic and the natural
environment, and on soil suitability of development
sites. By the end of 1971 most of the permit ap-
plications processed in Maine were for residential
subdivisions. About 83 per cent of the applica-
tions were for the construction of housing, and ap~
proximately half of these were for seasonal housing.
The commission has approved most of the applica-
tions, in many cases attaching additional condi-
tions improving the quality of the develcpments.72

Vermont's Environmental Control Law (Act 250)
established an Environmental Board, assisted by
seven regional commissions, to review all proposals
for large-scale projects in the state. The act,

which includes an incentive for local zoning, re-

quires state permits for all residential develop-
ment proposals on tracts of land of one acre or
larger in areas where no local zoning exists. 1In
areas with leocal zoning, state permits are required
for developments of 10 acres or more and for subdi-
visions of 10 or more lots. Permit applications
are reviewed according to 10 environmental criteria
included in the act. Criteria include findings
that the proposed development will not result in
undue water or air pollution; has an adequate water
supply and will not cause any unreasonable traffic
congestion or otherwise overly tax the local gov-
ermment's ability to provide schools and other
governmental facilities and services; will noc have
an unduly adverse effect on scenig, historic or
irreplaceable natural areas; and will be in con-
formance with local, regional and state plans.

Since the passage, the main effect of Act 250
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development projects.

has been to upgrade projects. by attaching condi-
tions to permits on a case-by-case basis, with
little effect on the location of projects. Special
conditions imposed on developments have included a
variety of environmental, economic, and design cri-
teria such as the prohibition of future expansion;
reguirements for underground utility lines, perfor-
mance bonds, landscaping, and road size; and time
limits on construction phasing.’3 By late 1973,
the state Environmental Board had approved all but
64 of the 1,079 applications received, although
about 80 per cent of the approvals included state-

imposed conditions.74

Environmental Impact Review.--As of April,

1975, 24 states had adopted an environmental impact
statement review process.75 The large majority of
these acts only apply to the activities of state
governments (such as state road construction and
other state public works projects), ;gnorinq private
Some limited measure of con-~

trol over recreational land development is possible

by reviewing state development activities necessitated

totally or in part by recreational land development.

New York's Environmental Conservation Law, passed in

1975, requires an EIS for all local government ac-—

tions which might have significant effects on the en-

vironment, including the issuance of permits amd the

adoption of local development policies and regula-
As written, this law could have important in-

Still, the EIS

tions.
. 76
direct effects on development.
process will have its most significant effects on rec-
reational pfojects when applied directly to private
development proposals as in California and Washington.

Protecting Critical Areas. Some of the most im-

portant kinds of emerging state regulations are those
designed to protect geographic areas with special
scenic, natural, scientific, or historic value. There
are many kinds of geographic areas in which no recre-
ational subdivisions should occur, and others in
which developent frequently removes land from the
market which might be put to better use serving the
recreational needs of the public rather than being
subdivided for the private recreational use of a few.
As one local planner put it:

The greatest problem [with recreational
land] is the danger that such subdivi-

sions will preempt [the] most appealing
natural settings and degrade or destroy



them~~while at the same time complying
with [local] subdivision regulations. 7

General Critical Area Laws.~-Many critical

area regulations are general in scope, designed to
protect a range of environments such as floodplains,
shorelines, wetlands, and mountains. Maine passed
a bill in 1974 providing funds for local govern-
ments to designate critical areas themselves, and
produce plans for- the protection of these areas
within half a year of their selection. The act aléo
established a Critical Areas Advisory Board to
assist local governments in identifying areas of
critical concern and to coordinate plans for their
use and protection.78

Under the Environmental Land and Water Manage-
ment Act, Florida's critical areas legislation al-
lows for more state invelvement than Maine's act.
The definition of critical areas is very broad in
the Florida Act, including not only environmental,
natural, historical, and archeological areas, but
also areas of major development potential and areas
affected by major public investments. Indeed, they
are so broadly defined that the regulations may be
applied to nearly all land use problem areas.’?

The Florida Division of State Planning recom-
mends boundaries for areas of critical state con-
cern, details why areas are critical, and estab-
lishes development guidelines for each specific
area. If the Governor and his cabinet approve an
area, the local government is given six months to
adopt land use regulations based on the state guide-
lines. If the local government fails to adopt ade-
quate regulations, the Division of State Planning

prepares the regulations, and may seek court en=-

forcement if local enforcement is inadequate.80
Coastal Zone Management.--Threatened by a

variety of development pressures, including recre-
ational land development, most coastal states have
begun working on programs to protect their coast-
lines. The specifics of these programs vary
greatly, but there are two basic approaches--direct
state control and state guidance of local planning
and regulation.

California has probably gone the farthest with
direct controls.8l wWith passage of the California
Coastal Zone Conservation Act (Proposition 20) by
statewide referendum in 1972, the State Coastal
Zone Conservation Commission and six regional. com-

missions were established with a three year mandate
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of developing a comprehensive plan for conserving
and restoring the coastal environment, including
implementation procedures. Each regional commis-
sion must submit a comprehensive development plan
to the state commission, which in turn must present
a final plan to the legislature for approval or
amendment. Recreational subdivisions require per-
mits, like all other projects, and must prove that
they will not cause any substantial adverse envi-
ronmental effects. New Jersey is another state
using direct controls to protect its coastline.
Thé_boastal Area Facilities Review Act requires
approval by the New Jersey Department of Environ-
mental Protection of residential developments con-
sisting of 25 or more units between the shoreline
and observable road courses.

Other states have opted for local coastline
protection. Washington's Shoreline Management Act
of 1971 requires local governments to prepare com-
prehencive management plans in accordance with
state guidelines.82 Subject to state review, they
are also required to administer a permit program
for all substantial shoreline development (defined
as development worth over $1,000 with 200 feet of
streams, wetlands, and lakes, as well as oceans).
The law is administered by the Department of Ecol-
ogy, which has the authority to intervene where
localities fail to act.

Beach and Shoreland Access Laws.--In some

areas, recreational subdivisions and second homes
have formed walls of private property along coasts
and shorelines, seriously restricting access to
public beaches. In most states, the mean hightide

mark is considered the dividing line between public

and private beach ownership. Although the fore-
shore area is held in trust for the public, private
ownership of the backshore area often blocks access
and prevents its use.83 Without provisions for
public access being made, these areas can become
"de facto" private beaches for second home owners.
Oregon, Texas, and California have taken steps to
prevent this. (The 1876 Amendments to the Coastal
Zone Management Act, discussed in the section on
federal regulations, include provisions for improv-
ing public beach access.)

Both Oregon and Texas have open beach laws
which preserve foreshore areas for public use, even

where backshore areas are privately owned. In



addition to establishing a public easement for all
land on the Oregon coast from the extreme low tide
to the vegetation line, the law delegates broad
powers to the Highway Commission, permitting them
to purchase private property contiguous to the
ocean shore for public access if such access is not
otherwise available. They are also charged with
regulating the use of the ocean shore, controlling
construction by permit, and regulating the use of
adjacent public lands, but not private lands.84
Ccalifornia has adopted several strong measures
dealing with its coastline. In 1970, the state
passed AB 493 which prohihits approval of any
coastal subdivision that does not provide reason-
able public access from the public highways to the
land below the ordinary high water mark, either
within or at a reasonable distance from the subdi-~
vision.85 california's Proposition 20 alsc has an
important effect on beach access. In turning down
a permit for a single family home in Sea Ranch (a
second home development) in October, 1973, the
State Coastline Commission indicated that such ex-
clusive subdivisions would have to take more public
needs into consideration, including the provision

of public access to beaches.B6

A similar public access problem exists along
river and lake .shorelines where recreational land
development has occurred. In Wisconsin, the Water
Resources Act of 1966 required counties to adopt
regulations for all shoreland in accordance with
standards and criteria developed by the Department
of Matural Resources. Included in the standards
are requirements that all new subdivisions must
provide public access to navigable waters.87 The
law does not remedy blocked access in older subdi-
visions predating the Act, and the state will have
to purchase easements or the land itself at key
access points in older developments.

Shoreland Regulations.--Providing public

access to navigable waters was only one of the
reasons behind Wisconsin's Water Resources Act.
Like other states, Wisconsin also adopted the regu-
lations to prevent developments from destroying
scenic shoreland areas and the quality of adjacent
waters. Traditionally, states have regulated pri-
vate activities which directly affected public
waters, including dredging and filling, damming,
control-

and pollution control. At the same time,

In many parts of the country, waterfront second homes have created walls of private ownership, hindering
public access to streams, lakes, and the coastline.
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ling shoreland uses above the highwater mark has
traditionally been left to local governments. In
recent years, however, a number of states, includ-
ing Wisconsin, Minnesota, Maine, Vermont, Michigan,
and Washington, have passed laws requiring local
governments to adopt shoreland regulations in ac-
cordance with minimum state standards. Under these
laws, the states will adopt regulations for local
areas failing to comply with state guidelines.88
Shoreland regulations use many of the same techni-
ques found in zoning and subdivision controls, such
as regulating lot sizes and setbacks from the shore-
line, as well as regulating dredging and filling,
and removal of shoreline vegetation.89

Minnesota and Wisconsin both have shoreland
regulations which follow this general pattern.
Minnesota's Shoreland Management Act, adopted in
1969, required all counties to adopt shoreland con-
servation ordinances meeting minimum state stan-
dards and criteria by July 1, 1972, Recent amend-
ments to the Act extended its coverage to shore-
lands in both municipal and unincorporated areas.
Under the Act, the state is required to impose a
model ordinance if local governments do not adopt
acceptable regulations. The minimum state stan-
dards establish a sanitary codé, minimum lot
sizes, building setbacks, and subdivision regula-
tions. While these requirements apply only to new
subdivisons, existing development must meet code
standards for sewage disposal.90

Although the Wisconsin Water Resources Act
of 1966 still applies only to unincorporated areas,
it is otherwise very similar to the Minnesota act .
It authorizes the State Department of Natural Re-
sources to impose shoreland protection regulations
in the event counties do not adopt acceptable regu~
lations, and sets down strict criteria regarding
lot sizes; minimum setbacks for sewage disposal
and water supply systems from the highwater mark;
maximum clearing of trees and other vegetation;
maximum site coverage by buildings; placemént of
roads; and the suitabi;ity of land for various
types of development.®l

Wisconsin's law provides for three types of

shoreland zoning classification--Conservancy,
Residential-Recreational, and General Purpose--

with different use and development standards for

each. Conservancy. districts are mainly swamp and
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marsh areas which are rarely suitable for building,
and permit few uses. The Residential-Recreational
district includes land amenable to light develop-
ment, and specifically permits seasonal and year-
round single-family dwellings. The General Pur-
pose District, the least restrictive category, per-
mits most types of development as long as 100 foot
minimum setbacks from navigable waters are ob-
served. These zoning classifications are included
in a Model Shoreland Protection Ordinance whith
supersades all county shoreland zoning with the
exception of those sections which are more restric-
tive than the model provisions.92

Both the Minnesota and Wisconsin laws contain
sections applying specifically to subdivisions.
The Wisconsin Model Ordinance contains particularly
strong measures which prohibit land from being sub-
divided which is "held unsuitable" by the county
planning agencies for reasons of flooding, inade-
quate drainage, .soil and rock erosion potential,
unfavorable topography, inadequate water supply or
sewage disposal capabilities or any other features
likely to be harmful to the health, safety or wel-
fare of the public. 93

Adirondack Park Agency Act.--In a few cases,

states have adopted comprehensive land use con-
trols for particular unique areas under heavy rec-
reational land development pressures. The Adiron-
dack Park Agency Act of 1971 is one of the most
comprehensive such measures.

The Adirondack Park covers six million acres
of publicly and privately owned forests, lakes and
mountains in upstate New York. A popular second
home area since the 19th Century. the park has
been experiehcing increasing second home develop-
ment. These development pressures plus the in-
ability of many small communities in the Adiron-
dacks to deal effectively with land use problems,
led to passage of the Adirondack Park Agency Act
in 1971.94

The goals of the act are both to preserve and
use the unique scenic, natural and recreational
assets of the park, to develop long-range policy
based on state-wide concern for the park, and to
encourage local land use planning. To achieve
these goals, the agency prepared the Adirondack
Park Land Use and Development Plan which took effect
August 1, 1973. The plan classifies all private

lands in the park into six land use areas, with com-



patible uses and intensity of development specified
for each area. It aims to preserve the open space
character of the park by centralizing the most in-
tense development in hamlet areas, which consist of
existing towns with room for growth. Rural use and
resource management areas, in which only minor de-~
velopment will be allowed, make up 87 per cent of
the private land in the park.95 The plan includes
lake and river shoreline restrictions, and a review
and permit system.96

Projects subject to review are classified into
two groups. Class A projects are defined as those
developments with "potential major impact, [or]
near especially critical environmental areas," and
include subdivisions of 100 or more lots in hamlet
areas. Outside hamlet areas, much smaller subdivi-
sions are included in Class A. All Class A projects
must be reviewed and approved by the agency, as well
as local governments if they are located in areas
covered by local land use plans. Class B projects
are those which have some potential, though less
critical impacts. They are subject to agency re-
view only if there is no approved local land use
plan in effect.97

The location and quality of future recreational
subdivisions in the Adirondack Park will be directly
affected by the act. Densities typical in most rec-
reational subdivisions will not be permitted on
much of the park's remaining open lands, and proj-
ects which are approved will have to meet stringent
environmental measures. As a result, the Adirondack
Park will be preserved as a highly desirable second
home location for those already there, as well as
the limited number of projects which will be ap-
proved in the future.

State Land Sales Regulations.-=-Consumer pro-

tection in recreational land sales is also consid-

ered an important state responsibility. As of May,

1973, 41 states had adopted some form of legisla-
tion requiring the registration of land sales of-
ferings.98

Most state 1andksales laws are modeled after
the federal Interstate Land Sales Full Disclosure
Act of 1968 (discussed in the next section), but
they differ in two important respects. First, many
states' laws differentiate between projects located
in-state, (regardless of where the land is sold),

and projects located out-of-state (i.e., those lo-
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cated outside of the regulating state but marketing
land to in-state residents). Registration require-
ments differ for in-state and out-of-state proj-
ects--usually by being tougher on out-of-state de-
velopments. Second, several state acts go beyond
the limited intent of full disclosure by including
requirements which affect the quality of the de-
velopment itself, primarily through bonding require-
ments which guarantee that promised improvements
will, in fact, be constructed. At least t&o states
(Geoxrgia and New York) require in-state developers
to post performance bonds, and 15 states make this
requirement for out-of-state subdivisions.

Aside from these distinctions, most state land
sales acts have been modeled after the federal stat-
ute in one way or another. BAll but two (Maine and
south bakota) require property reports to be given
to prospective buyers. Most of them include provi-
sions for rights of recision, several of which are
longexr than the federal cooling-off period of 48
hours., {(Michigan has a five-day unwaiverable period
of recision; California requires a l4-day right
of recigion.) The federal minimum lot requirement
for filing (50 or more lots) is the highest mini-
mum used by any of the states (with the exception
of Minnesota's which is 51 and Georgia's 150 lot
minimum for in-state developers). Many states
require subdivisions with far fewer lots to regis-
ter; 12 states require registrations from all sub-
divisions contaihing five lots or more.

In most cases, developers are required to
register with the state, usually with departments
of real estate or real estate commissions. New
Mexico requires registration with the counties.
In six states (Alabama, Maine, North Carolina,
Pennsylvania, Tennessee, and Wisconsin) wide dis-
cretion for registration requirements is granted
to planning regions, counties, and/or municipali-
ties. These local units of govermment are allowed
to formulate their own regulations and require
registration with local officials. Six states
{(Maine, Minnesota, Missouri, Ohio, Tennessee, and
Vermont) require registration through their securi-
ties acts. West Virginia requires registration
through its Blue Sky Law, and Iowa requires regis-
tration under its Consumer Fraud Act.

Among the states, there is a great deal of

variation in land sales regulations. Seventeen



states regulate only the sale of out-of-state land.
Eighteen states make some provision for the. accept-
ance of federal filings in lieu of state registra-
tion. Tennessee does not require registration of
in-state land with the state but the planning

regions may require such registration if they choose

to; Maine, on the other hand, delegates its authority

to register subdivisions to the municipalities.
states require registration of out-of-state land
through their securities acts.
ning agencies may regulate in-state development
while the sale of out-of-state land is regulated
through state licensing regulations.

California's regulations governing land sales
are considered to be among the toughest. Before
any land in subdivisions of\five or more lots can be
sold, the state real estate';ommissioner must issue
a Final Subdivision Public Report informing prospec-
tive buyers of important facts about the property.99
Out~of-state developers selling in California must
receive a permit from the State Department of Real
Estate. The regulations require an appraisal of the
lots in

the lot

the particular subdivision to determine if
prices are "fair, just, and equitable." The
‘appraisal must be made by the department appraiser
and the cost borne by the developer. The "fair,
just, and equitable” provisioﬁ means that the price
of the land offered must bear some relationship to
the price of comparable land in surrounding areas.
"Developers who promise improvements must put up
financial security to guarantee them--usually a
performance bond backed by a construction con-
tract. 100 rotg may not be sold as speculative in~
vestments unless the subdivider submits an economic
feasibility report which contains "facts sufficient
to justify” claims made of investment value.

california's tough out~of-state land sales law
has forced many developers to ignore the major mar-
kets that exist there.

Significantly, many of the largest land
companies, including GAC Corporation and
Horizon Corporation, have not met Cali-
fornia's requirements and are not permit-
ted to sell there. From September, 1963
unitl the time this book went to press,
the state did not authorize sales in Cali-
fornia of any subdivided land located in
Florida.l0

However, like most state land sales acts which make
the distinction, the California law is not tough on

local subdividers.

Both

In PennsylVania, plan-
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Not surprisingly, out-of-state subdividers
are scarce in California. But ironically,
California's home-grown land hustlers, such
as the California City promoters, flourish
under much less stringent rules and enforce-
ment, and they have the lucrative, land-
happy California market all to themselves.102

New York's law has also been highly acclaimed.
Since 1969, the office of New York's Attorney Gen-
eral has been responsible for the retufn of approx-
imately "$7 million in restitution for victimized
land buyers."1°3 One author states that, "Many
offerings with routine clearance from federal au-
thorities have been banned in New York."104

State land sales regulations as a whole com-
prise a fragmented maze of widely varying restric-—
tions offering consumers generally less overall
protection in the form of full disclosure than do
OILSR's regulations. But the bonding requirements
of a few key states are important exceptions which
go beyond the relatively weak techniques of full

disclosure by providing assurances of developer

performance.

Federal Regulations

The federal government's response to recrea-
tional land development has been primarily limited
to consumer protection legislation administered by
OILSR, and other types of consumer protection laws
administered by the Securities and Exchange Commis-
sion and the Federal Trade Commission. As a result,
the federal government has had little influence over
the location or substantive quality of recreational
land development.

The OILSR has maintained a policy of aiding
consumers only through full disclosure legislation,
staying well awéy from any kinds of development
standards.l05 The unsuccessful National Loan Use
Planning Act (which passed the Senate in 1973, but
failed in the House in 1974) would have provided
federal assistance for state land use planning
programs, and included a number of specific land
use problem areas which state plans were to address,
including large recreational land developments.lo6
It also contained an amendment which would have
required state land use plans to include a program
to regulate "land sales or development projects. 107
Other bills aimed specifically at controlling vari-

ous aspects of recreational land development have



been introduced into Congress, but none have become
law.

Some federal initiatives, however, have had
important indirect effects. Por example, the
National Environmental Policy Act set the model
for many similar state acts which have had direct
effects on development. Other federal legislation
such as air and water quality regulations, may be-
gin to have increasing impacts on rural land use,
but have focused primarily on urban areas to date,
and have had little influence on recreational sub-
division activity. While the recreational land
development industry is wary of how emerging feder-
al laws will be interpreted and enforced, so far
their cumulative effects on recreational develop-
ment have been far more potential than real.l08

Interstate Land Sales Full Disclosure Act.

Several federal agencies have some authority to
regulate varying industry practices in recreation-
al land sales. Key authority comes from the Inter-
state Land Sales Full Disclosure Act (Title XIV of
the Housing and Urban Development Act of 1968, as
amended). The act, administered by the OILSR gives
HUD jurisdiction over the sale or lease of lots in
any subdivision,

. . which is divided or proposed to be
divided into 50 or more lots, whether con-
tiguous or not, for the purposes of sale
or lease by a single developer, or a group
of developers acting in concert. . .109

The act is a disclosure law modeled after the
1933 Securities and Exchange Act. It requires land
developers and land sales firms to register their
projects with HUD.
on a sliding scale tied to the number of lots being
offered, but not to exceed $1,000), along with two
documents: a Statement of Record and a Property
Report, which are reviewed by OILSR staff for com-
pliance with the regulations. The Statement of
Record is a highly detailed document calling for
specific company and project information including
such things as ownership interests in the land; spe-
cific physical project information such as topogra-
phy and climate; the status of title to the land
and details on any encumbrances, deed restrictions
or covenants which the land might be subject to;

current status of project development such as roads,

utilities, and internal or neighboring facilities

Developers must pay a fee (based
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such as shopping centers and schools, recreational
facilities, municipal services; current taxes and
copies of audited and certified financial state-
ments of the developer for the last full fiscal
year as well as means of financing proposed im-
provements in the land. 110 2 1and developer may
not use any kind of interstate transportation or
communication to sell land unless HUD has accepted
his Statement of Record. If HUD accepts the state-
ment, the registration automatically becomes effec-
tive 30 days after filing, unless the developer is
notified of filing deficiencies prior to that time.

The Property Report is an abbreviated version
of the information contained in the Statement of
Record, and is required by the act toc be given to
the prospective buyer either before or at the time
of signing a sales contract. Failure to do so en-
titles a purchaser to void his contract. A pur-
chaser also may void his contract within three busi-
ness days after entering into a land transaction if
he received the report less than 48 hours before he
signed the contract. The Property Report is the
key mechanism for consumer protection--the actual
method of providing disclosure of partinent facts
to the consumer. In guestion and answer form, it
covers a minimum of 20 important facts buyers should
know about the land (along with some additional
items when specifically required) including:

- Distances to nearby communities over paved
or unpaved roads;

- Existence of mortgages or liens on the pro-
perty:;

- Whether contract payments are placed in
escrow, a special fund set aside to insure
that all payments are applied to the pur-—
chase of the property;.

~ Availability of sewer and water service or
septic tanks and wells;

- Present and proposed utility services and
charges; )

- The number of homes currently occupied;

- So0il and foundation conditions which could
cause problems in construction or in using
septic tanks; and

- The type of title the buyer will receive
and when he will receive it.111

Not all subdivision offerings are covered by
OILSR regqulations. The act provides for 10 statu-
tory exemptions from registration with HUD, some
which require no review or approval, others for

which developers can only become eligible upon HUD's



review and approval. Exemptions not requiring re-
view and approval by HUD include:
Sale or lease of:

- Tracts of fewer than 50 lots which are
not a part of a common promotional sales
plan:

- Lots in a subdivision where every lot is
five acres or more in size;

- Lots upon which a residential, commercial
or industrial building has been erected
or where a sales contract obligates the
seller to build one within two years;

- Real estate pursuant to a court order;
- Real estate by government agencies;

- Lots purchased wholesale by a person en—
gaged in the building business or buying
for resale to persons engaged in such
business;

- Lots which exceed 10,000 square feet and
sell for less than $100, including clos-
ing costs.

Lease of:

- Lots for terms not exceeding five years,
providing the lessee is not required to
renew his lease.

Sale of:

- Evidences of indebtedness secured by a
mortgage or deed of trust--for example,
the resale of a note generated by a land
sale;

~ Securities issued by a real estate invest-
ment trust;

- Cemetery lots,l12
Exemptions which require HUD review and appro-
val to qualify for eligibility include:

- Tracts for which the HUD Secretary issues
an exemption order waiving enforcement as.
unnecessary for protection of purchasers.
To qualify, the exemption request must
apply to a single transaction only, or
involve a subdivision with fewer than
300 lots located, offered, and advertised
within one State, and with no more than
five per cent of the lots sold to nonresi-
dents of that state in any given year;
and

Lots sold 'onsite, free and clear of
liens.' To qualify for this exemption,
the seller must file a claim with HUD

and prove that he sells only to purchas-
ers who make onsite inspections and

that all property restrictions are bene-.
ficial and enforceable by 1lot owners.

The seller must furnish buyers a HUD-ap-
proved statement setting forth reserva-
tions, taxes, assessments and restric-
tions on the lot, prior to signing the
sales contract. He must obtain a receipt
for the statement from the buyer and file
receipts with HUD once each year. The
sales contract must require that the buyer
receive a deed within 120 days after sign-
ing the contract.ll3
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The regulations implementing the Interstate
Land Sales Full Disclosure Act have been revised
several times since passage of the act. In 1973,
the regulations were revised on the basis of testi-
mony gathered in public hearings in 17 cities. The
key changes include the following:

- A reguirement that developers give buyers
an audited financial statement of the com-
pany in any case where its sales exceed
300 lots or $500,000 in value.

- Developers must disclose in property reports
past or pending 'disciplinary proceedings,
bankruptcies or litigation' involving the
company or principal officers if these could
affect buyers. These disclosures would have
to include indictments of convictions re-
lated to land sales.

- There must be detailed reports on environ-
mental factors. These include 'unusual'
noises, flooding conditions and odors from
'noxious smoke, chemical fumes, stagnant
ponds, slaughterhouse and sewage treatment
facilities. "'~

- The developer must say whether or not he is
legally and. financially obligated to make
promised improvements, such as installation
of clubhouses and swimming pools. He also
must disclose the availability of units and
sewage facilities.1ll4

In addition, the new regulations contained
guidelines governing land developer's advertising
practices:

Ads now must advise buyers to obtain property
reports and must state whether pictured im-
provements actually exist or are 'merely
promised.' Advertisers can't say a project
is 'minutes away' from somewhere unless the
mileage is also given. And the mileage must
be measured via roads accessible by car.

The ads also must aisclpse whether pictured
scenes actually exist on the land being of-
fered or whether the pictures were taken else-
where. And on the front page of the property
reports to buyers must be overprinted in red
capital letters: 'purchasers should read this
document before signing anything.'115

Under the provisions of the Interstate Land
Sales Full Disclosure Act, HUD is authorized to
bring an action in any U.S. district court to en-
join practices which violate the act, such as sale
of unregistered land, improper disclosure in a prop-
erty report, or deceptive sales practices. - HUD is
also authorized to transmit to the Attorney General
evidence concerning illegal acts or practices, so
that he may initiate criminal proceedings. wiliful
violations of the act are punishable by a fine up
to $5,000 or imprisonment up to five years, or

both. By law, HUD can also institute formal admin-
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istrative proceedings which can lead to the suspen-
sion of a developer's right to sell land covered
under the act.1l6

Securities Act of 1933, Administered by the

Securities and Exchange Commission (SEC), the Secu-
rities Act of 1933 was adopted by Congress to “"pro-
vide full and fair disclosure of the character of
securities sold in interstate and foreign commerce
and throughout the mails, and to prevent frauds in
the sale thereof. . ."117 The 1933 securities
Act is the nation's model disclosure law, and re-
quires extensive registration requirements and dis-
closure of securities offered through the publica-
tion and delivery of a detailed prospectus.

In 1946, the U.S. Supreme Court heard the
case of SEC v. W.J. Howey Co., and held that "the

purchase of a subdivision of an orange grove coupled
with an offer of a service contract was found to
constitute an 'investment contract' within the de-
finition of that term" in the 1933 Securities Act.l18
With this decision, the SEC expanded its authority
into various real estate offerings including author-
ity over many recreational condominium and coopera-
tive arrangements common today.

The SEC has interpreted the Howey decision as
applying to condominium sales which are coupled with
rental or management agreements, and where the real
estate interest is offered together with a service ‘
contract which includes rental services performed
by some management agent. Guidelines published by
SEC state that:

Where this is the case any offering of any
such securities must comply with the regis-
tration and prospectus delivery reguire-
ments of the Securities Act, unless an ex-
emption therefrom is avajilable, and must
comply with the anti-fraud provisions of
the Securities Act and the Securities Ex-

change Act and the regulations thereunder. 119

The guidelines summarize the types of proper-
ties which the SEC laws apply to as follows:

In summary, the offering of condominium units
in conjunction with any one of the following
will cause the offering to be viewed as an
offering of securities in the form of invest-
ment contracts:

1. The condominiums, with any rental ar-
rangements or other similar service,
are offered and sold with emphasis on
the economic benefits to the purchaser
to be derived from the managerial ef-
forts of the promoter, or a third party
designated or arranged for by the pro-
moter, from rental of the units.
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2. The offering of participation in a
rental pool arrangement; and

3. 'The offering of a rental or similar
arrangement whereby the purchaser must
hold his unit available for rental for
any part of the year, must use an ex-
clusive rental agent or is otherwise
materially restricted in his occupancy
or rental of his unit.120

In addition, recreational land developments which
have been designated as securities offerings are sub-
ject to the fraud provisions of the 1933 Securities
Exchange Act, and their sales personnel can be re-
quired to register and undergo examinations for

licensing as brokers.
Truth in Lending Act and the Federal Trade

Commission Act. Another government agency with
some authority over consumer problems in land
sales is the Federal Trade Commission (FTC). Un-

- der. the provisions of the 1969 Truth in Lending
Act (Regulation 2), the FTC is concerned with "un-
fair" or "deceptive" sales practices used by any
commercial company, regardless of the products
involved. The FTC's main concern with the recre-
ational lot industry is deceptive advertising prac-
tices. A deceptive activity is defined as:

. . . an affirmative misstatement of fact--
that is an express statement which is false
as well as any reasonably implied state-
ment. Such misrepresentations in the land
:sales industry might include misdescriptions
of land location, exaggerations of the mar—-
ket value, or the investment potential of

a specific piece of land.

It might also be deceptive for a seller to
withhold material information when he knows
or should know that, if the buyer also had
the information, he probably would not
enter the sales agreement. Examples of
this kind of deception include failure to
inform the purchaser of restrictive cove-
nants, material easements, zoning ordi-
nances which would affect the use of the
land, or plans which public officials might
have faor the land in question.

In significant part, the requirements of

the Office of Interstate Land Sales Regis-—
tration and states seek to make certain

that such disclosures are made. However,

to the extent that promotional or advertis-
ing materials used by the seller or the

oral claims of the salesmen differ in any
material respect from such disclosure state-
ments, then their purpose is frustrated and
a deceptive practice may result which would
be challengeable by the Commission.l21 '

The FTC also has the authority to issue cease
and desist orders against firms guilty of deceptive
or unfair trade practices in commerce under Sec-

tion 5 of the Federal Trade Commission Act.l22



They also have widespread authority to regulate de-~
ceptive or misleading advertising. They may take
several actions against guiity business including
requiring full disclosure statements in a manner
comparable to the SEC, requiring a company to make
restitution to consumers where money was secured in
an unlawful manner or when the product is determined
to be worthless, and forcing the guilty party to do
corrective advertising. Failure to comply with an
FTC order can bring a civil penalty of up to $5,000
per day for each violation.

Until recently, the FTC had taken relatively
few actibns against land sales firms; reports had
been issued against four companies, each of which
Then
1974, the FTC announced that it had tenta-

complied with the FTC orders immediately.l23
in March,
tively adopted a consent arder from the GAC Corpora-
tion of Miami. In making amends for alleged fraudu-
lent market préctices, GAC agreed to: (1) make cash
or land swap settlements totalling an estimated $17
million for up to 50,000 consumers; (2) establish
binding dates in sales contracts for the completion
of promised improvements; (3) provide a mandatory
10-day cooling off period in which buyers can cancel
contracts:; (4) state clearly in the sales contracts
uncertainties of the future value of land being sold,
potential difficulties in reselling it, and warn buy-
ers that they should consult an attorney or a quali—
fied real estate adviso; before signing a sales con-
‘tract; and (5) a requirement that company sales per-
sonnel abide by the conditions of the consent agree-
ment or be fired.l?4 The action against GAC estab-
lishes a new precedent for more aggressive exercise
of FTC authority over industry sales practices.125
Mail Fraud Laws. The U.S. Postal Service also
has some consumer protection authority through its
Mail Fraud laws, which prohibit misrepresentative
or fraudulent advertising through U.S. mails.l26

Penalties up to $1,000 or five years in prison
may be levied for each violation (each individual
piece of mail is considered a separate violation).
Cases against land sales companies have gone up
slightly in recent years, but not significantly
more than for other types of businesses. Since
1968, there have been 41 convictions against land
sales firms for violating mail fraud laws, and in
1973, 63 cases were under investigation.l27

Effectiveness of Federal Consumer Protection

Measures. Most federal agencies with some authority
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to protect consumers have had a relatively mild
effect on industry practices as a whole, with the
exception of OILSR. SEC regulations have been es-
sentially limited to condominiums, a small segment
of the recreational land development market. While
the FTC has wide ranging authority to regulate
developers' advertising and marketing practices,
they have not exercised this authority very much
until recently. The bulk of the consumer protec-
tion job at the federal level has been left to
OILSR.

In 1972, OILSR was elevated in HUD's organiza-
tional structure to a position .reporting directly
to the Secretary. The agency became more acti&e
in consumer education. Enforcement activities
were stepped up. The 17-city public hearings tour
which started two months after the agency's re-
organization, was well received, and eventually
culminated in the adoption of tougher revised regu-
lations.

OILSR has essentially three actions it may
take against a developer: (1) it can suspend sales,
usually for some‘factual or procedural error in
the material filed by the developer; (2) it can
issue notices of proceedings against developers,
requiring a hearing based on some suspicion of
wréngdoing; and (3) it will follow up on complaint
letters received from consumers. Also, OILSR of-
ten reaches administrative agreements with devel-
opers, resulting in developers sending letters of
recision to consumers who have purchased lots, giv-
ing buyers the opportunity to void their sales con-
tracts and have their down payments, installments,
taxes, and assessments refunded.

Sales have been suspended in over 250 devel-
opments since March, 1972. OILSR suspended sales
only 12 times in its previous three years of opera-
tion. By following up on complaint letters from
consumers, OILSR estimates that as of July, 1973
it had accounted for approximately $750,000 in
refunds to dissatisfied customers. Unregistered
developers sought out by OILSR had been reguired

to send out 7,800 recision letters to their cus-

'tomers, which resulted in over $§1.2 million in

refunds to dissatisfied purchasers of unregistered
land. OILSR had instituted seven criminal actions
resulting in three convictions, and four still

awaiting trial.128 gince 1973, substantial addi-

tional progress has been made.



In spite of some important victories on behalf
of recreational land bhuyers, however, consumer vic-
timization continues. OILSR still receives comblaint
letters at high rates. A 1973 report issued by the
General Accounting Office concluded that OILSR was
not capable of adequately controlling the recre-
ational land industry, primarily due to the small
size of its staff.122 The Gac report found that
evident viclations of the law exist and numerous
complaints have gone unanswered. OILSR has only
been in operation five years, and did not begin to
actively enforce the law until 1972. Charged with
policing the entire recreational land development
industry, OILSR has a full time staff of 74 (present-
ly authorized to increase to 80).130 Agency offi~
cials still estimate that less than half of the de-
velopers subject to the law have complied by regis-
tering their projects with HUD. In an effort to re-
solve some of these problems, OILSR placed an addi-
tional 30 staff members in regional field offices
during the summer of 1974.

Part of the reason for continued consumer‘vic—
timization is the heavy reliance on the full disclo-
sure technigue. Full disclosure has long been used
in securities markets, providing investors with de-
tailed information to help them evaluate the invest-
ment potential of stocks and other securities. But -
some problems occur when it is applied to consumer
products such as recreational lots. The full disclo-
sure technique permits the sale of a worthless pro-
duct as long as the buyer is told it's worthless.

The seller is in complete compliance with the law so
long as he provides the buyer with the product in-
formation required by the law. Full disclosure laws
do not pass any judgment on the value or fitness of
the product itself, and in no way regulate the sub-
stantive quality of the product. The cover page of
the property report which OILSR reéﬁires developers
to give to prospective buyers states:

The Interstate Land Sales Full Disclosure

Act specifically prchibits any representa-

tion to the effect that the Federal Govern-

ment has in any way passed upon the merits

of, or given approval to this subdivision,

or passed upon the value, if any, of the

property.131

The major problem with the full disclosure
technique is that this message does not always get
through to the lot buyer. For a variety of reasons
there is often a breakdown in this communication

process of disclosing important product information,
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as well as some debate over how "full" disclosure
should actually be. The property report is sup-
posed to be a warning--the cover reads "PURCHASER
SHOULD READ THIS DOCUMENT BEFORE SIGNING ANYTHING"
--but it has sometimes had just the opposite effect.
One of the reasons for this warning, overprinted on

the cover in capital red letters was that:

. . . too many people were under the im-
pression that the existence of a property
report meant that HUD had approved not
just the paper work but the development
itself.132

One industry critic said that the property report
"affects the dignity of an official document, re-
sponding to official questions under the penalty of

the law," while the information it contains is sup-

. plied by the regulatee, and much of it is basgd on

intentions rather than actual fact.}33 .

2 few developers have taken advantage of the
consumer's ignorance, énnouncing registration of
their projects with HUD in their advertising, there-
by creating a false air of federal certification.
Other cases exist in which salesmen have actually
told prospective customers that the "registration
constituted a government endorsement of the offer-
ing."l34 Even HUD has on occasion encouraged con-
sumer confidence.

At. times, the federal government's land-
sales regulators themselves have been
more than willing to boast of their pro-
motional effect on 'the business they

were commissioned to regulate in the
public interest. HUD's Office of Inter-
state Land Sales Registration (OILSR) had
barely been in operation for 10 months in
February, 1970 when it expressed its sat-
isfaction today with greater confidence
under a consumer protection law, . . .135

HUD officials admit that the mere existence of na-
tional consumer protection legislation (especially
when it receives a lot of publicity) tends to lull
consumers into a state of artificial security.

Even when all goes'well with thg delivery of
an accurate property report, the success of the law
must still rely on the consumer to read the report.
‘All full disclosure legislation can do is provide
the buyer with information--there is no way of
guaranteeing he will read it, much less ponder it
(which he should, since the amount of technical in-
formation contained in a property report is far too
detailed to digest on the spot). If the consumer

does not take the trouble to inform himself with



the data provided, the¥e is little the Interstate
Land Sales Full Disclosure Act can do.

+ + . where an individual gets absolutely
full and complete disclosure about perti-
nent aspects of the land, and the sales-
man tells him something else orally and

the individual fails to read the property
report and buys on the salesman's oral
misrepresentation, there's practically
nothing we can do to help the individual.136

In addition, disclosure laws are at a serious
disadvantage when forced to compete with a sales
pitch for the consumer’'s attention. The property
report is often presented to the buyer in the mid~
dle of a high-pressured sales pitch often accom-
panied by an artificial climate of urgency. Many
consumers buy on the spot, giving their purchase
little, if any, thought. Policing the verbal claims
made by land salesmen is virtually impossible, and
leaves the consumer alone to fend for himself.

National Environmental Policy Act. The Nation-

al Environmental Policy Act (NEPA) requires federal
agencies to consider the environmental consequences
of their actions, and prepare and circulate environ-
mental impact statements as specified in section
102(2) (C) of the act. The large majority of impact
statements filed have pertained to roads, watershed
protection, and flood control projects by the De-
partment of Transportation and the Corps of Engi-
neers.137

It has been argued that recreational land .sales
should be subject to the requirements of NEPA. 'In
1974, a suit was filed in federal court by two Okla-
homa environmental groups "to force the preparation
of environmental impact statements on interstate
land sales registrations filed with OILSR."138
OILSR, which once considered filing one EIS for its
entire registration procedure, held the poéition
that registration only involves the collection of
project information, and does not constitute a ma-
jor action since OILSR has no authority to approve
or disapprove.any actual plans for a project. The
lower court ruled in favor of the environmental-
ists, and the case was appealed to the U.S. Supreme
Court.139 On June 24, 1976, the court held that
while NEPA does apply to the Interstate Land Sales
Full Disclosure Act, the impact statement require-
ments cannot be reasonably applied to the 30-day
registration review process.

Clean Air Act Amendments of 1970. The amend-
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ments to the Clean Air Act of 1973 (77 Stat. 392)
give authority for the protection and control of
the nation's air quality to the Environmental Pro-
tection Agency (EPA). Regulations which were form-
erly the responsibility of state and local author-
ities are now in the hands of the EPA.140 The
goals of the 1970 legislation are to protect the
public health through the enforcement of primary
air quality standards, and also to protect against
damage to the natural environment, property, eco-.
nomic values, and personal well-being, through en-
forcement of secondary air quality standards. 141
States must prepare implementation plans for meet-
ing national air quality standards, which must be
approved by the EPA. The act as amended has had
effects on automobile design, transportation plan-
ning, energy production, and land use. Its effects
on recreational land development, however, have
been minimal to date. It is possible that, at some
future date, the Clean Air Act could influence the
design or location of large-scale developments.

Water Pollution Control Act Amendments of

1972. The Federal Water Pollution Control Act,
passed in 1956, established a program of water
quality standards and federal aid to local author-
ities for pollution control. By 1970, it was clear
that the program had not stopped deterioration of
the nation's rivers, lakes and streams, and several
branches of the federal government began to take
action to solve the problem.l42 In December of
1970, EPA and the Army Corps of Engineers began a
permit and fine system for pollution discharges
under the authority of the Refuse Act of 1899. Ob-
viously a stop-gap measure, the system "broke down
and collapsed of its own weight.“]-43 After exten—
sive hearings and debate, and a presidential veto,
Congress enacted the Water Pollution Control Act
Amendments of 1972.

This legislation aims to eliminate all pollut-
ing discharges into navigable waters in the U.S. by
1985, and in the interim, to achieve a level of
water quality which protects aquatic life and pre-
serves waters for recreaticnal use by 1983. EPA,
which administers the act, is responsible for water
quality standards and a permit system to be run in
cooperation with the states. Federal aid is avail-
able for areawide water guality planning and con-—

struction of municipal waste water treatment works.



Like air pollution, water pollution is caused
by both point and nonpoint sources. Inadequate
sewage disposal systems can pollute both surface and
ground water. Erosion and runoff from construction
sites can cause siltation of streams and lakes, dam—~
aging aquatic life and water quality.

To date, EPA's enforcement activities have been
focused on point sources—-primarily industrial dis-
charges and municipal sewage treatment plants. 1In
some areas where municipal treatment works are in-
adequate, EPA may refuse to permit new hook-ups un-
til the facility meets EPA standards.

Section 208 of thé act describes the content of
the areawide waste treatment management plans, call-
ing for the evaluation and control of nonpoint
sources of pollution and specifically mentioning
construction-related pollution. Land use controls
are a suggested means of controlling nonpoint
sources, but details are left up to regional plan-
ning agencies.l44 These water quality plans, with
their resulting land use controls, are the one part
of the Water Pollution Control Act most likely to
have an‘impact on recreational land development.

Coastal Zone Management Act. Another Federal

law which could have important indirect effects on
recreational land development is the Coastal Zone
Management Act passed bf Congress in 197‘2.1.45 The
purpose of the act is to protect coastal areas by
encouraging state management programs for the wise
use of land and water resources. Administered by

the National Oceanic and Atmospheric Administration,
the act makes grant monies available to the 30 coast-
al states for up to two-thirds of the cost of de-
veloping and administering state coastal zone pro-
grams.

State grants are supporting such activities as
resource inventories, the preparation of environmen-
tal impact guidelines, and the development of plans
and regulations for the use of coastal areas, 146
Rhode Island plans to use a portion of its funds to
study the impacts_of energy and recreational needs
on its coastal zone.

One important provision of the 1976 amendments
to the Coastal Zone Management Act requires that
state management programs receiving funds hnder the
act include a planning process £for the protection
of and access to public beaches and other public

coastal areas of environmental, recreational, his-
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torical, esthetic, ecological, or cultural value. 147
Also, the act authorizes funds through 1980 for
states to use in acquiring access ways to public
beaches.

It is too early to tell what specific effects
this legislation will have on recreational land de-
velopment, but since development pressures are high
in coastal areas, state management and regulatory
programs stimulated by federal dollars may help to
reduce some of the conflicts between land develop-
ment and coastal environments which have occurred
in the past.

Flood Disaster Protection Act. Flood-related

losses in the U.S. are estimated at $1 billion an~
nually, and they are increasing each year as more

development occurs in flood plains.l48 Administered

by HUD and the Federal Insurance Administration, the

Flood Disaster Protection Act of 1973 increases the
amounts of insurance available and requires flood-
plain management in communities which are receiving
federal financial assistance under a number of dif-
ferent programs. To be eligible for insurance on
public and private property, a county or municipal-
ity must have HUD-approved land use regulations
covering flood-prone areas. Such regulations are
typical zoning ordinances and building codes. Flood-
prone areas include the 100-year flood plain on in-
land lakes, rivers and streams; ocean and Great
Lakes shorelines which are subject to storm erosion;
and areas prone to mudslides (mainly in Califor-
nia).149

Counties and municipalities which do not par-
ticipate in the Flood Insurance Program will not be
eligible for assistance under the FHA, Veterans Ad-
ministration, Small Business Administration, and
other federal agency programs. In addition, banks
and savings and loan institutions under federal
supervision will not make loans on uninsured
personal property and real estate in flood-prone

150 -

areas.

Federal Income Tax Laws. The federal govern-

ment may also have an influence on the recreational
land development industry through its income tax
policies. Until recently, many second homeowners
enjoyed what amounted to a small "tax shelter" if
they rented their second home out during a portion
of the year.l3l The Internal Revenue Service (IRS)

allowed second homeowners to charge their expenses,

’



including annual depreciation allowances, against
rental income, resulting in a net operating loss
which could be claimed as a tax deduction against
ordinary income.

In mid-1972, the IRS released new retroactive
tax regulations implementing portions of the Tax
Reform Act of 1969. The new rules permit second
homeowners to count expenses equal to but not ex-
ceeding rental income received, and only if the

owner can show that the property was purchased as
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APPENDIX A

Recreational Land Subdivisions, Lots, and Acres Filed with the U.S. Office of Interstate
Land Sales Registration Ranked in Order of Number of Lots 1974

‘ State Recsruiadtilvoinsailont.sand Recreational Lots Acres
United States 3,900 3,375,821 7,146,229
L. Florida 547 919,672 . 1,942,155
2. Texas 463 717,239 876,390
3. New Mexico 81 342,341 1,030,208
4. Arizona 426 260,728 - 467,015
5. California 252 159,944 622,329
6. Colorado 214 87,810 824,700
7. Pennsylvania 136 75,146 135,435
8. Virginia 112 57,019 85,303
2. Missouri 137 54,538 64,715
10. Arkansas 76 52,695 101,449
11. Tennessee 64 45,577 52,057
12. Michigan 111 44,710 67,713
13. Mississippi 38 44,686 32,297
14. North Carolina 127 38,424 92,204
15. ‘Georgia 55 35,380 42,369
16. Nevada , 33 34,129 70,208
17. Ohio 34 32,648 21,725
18. Washington 88 26,682 53,408
19. Hawaii 30 24,454 67,944
20. West Virginia 28 23,817 ' 10,753
21. 1Illinois 26 22,317 35,328
22. 1Indiana ) 34 22,190 13,341
23. Maryland : . 50 21,975 29,061
24. Kentucky 60 20,863 30,033
25. Oregon 38 17,453 30,695
26. Oklahoma 53 16,644 13,003
27. Utah 45 15,257 49,247
28. Louisiana 44 15,162 8,888
29. New Jersey 20 14,676 ' 8,377
30. South Carolina 39 13,058 40,027
31. Kansas ‘ 15 - 12,198 5,817
32. Iowa B 23 11,930 10,294
33. Alabama ’ 30 . 11,896 12,904
34. Wisconsin 50 10,524 30,617
35. Maine 29 10,267 23,003
36. Minnesota 17 9,464 21,891
37. Massachusetts . 39 9,290 7,860
38. New Hampshire 51 8,298 23,350
39. New York 15 7,083 10,492
40, Vermont 27 6,756 20,080
4l. Idaho ) 43 5,901 14,735
42. Nebraska : 9 3,990 4,863
43. Delaware 17 3,801 1,247
44, Montana 22 2,828 20,688
45. Connecticut 4 2,155 2,958
46. Wyoming 8 1,276 12,607
47. Alaska 3 553 1,536
48. South Dakota 4 377 3,000
49. HNorth Dakota o} 0 ¢]
50. FRhode Island o] 0 o]

Source: U.S. Department of Housing and Urban Development, Office of Interstate Land Sales Registration,
Unpublished material obtained from the files, January, 1974.
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APPENDIX B

Second Homes by Number, Per Cent of Total Second Homes, and Per Cent of
Total Housing Units, Ranked by Number Per State

United States, 1970

Second Per Cent of Total Second Total Second Homes As A
State Homes 1 Homesl (Per Cent of Housing Per Cent of Total
2,143,434) Units Housing Units

United States 2,143,434 100.0 638,418,094 3.1

1. Michigan 188,864 - 8.8 2,954,451 6.4

2. New York 181,138 8.5 6,298,385 2.9

3. Texas 130,580 6.1 3,825,299 3.4

4. Wisconsin 100,336 4.7 1,472,257 - 6.8

5. California 96,639 4.5 6,994,533 1.4

6. Pennsylvania 92,813 4.3 3,924,503 2.4

7. Minnesota 83,855 3.9 1,276,082 6.6

8. Maine 73,562 3.4 397,140 18.5

9. North Carolina 66,811 3.1 1,641,131 4.1
10. Missouri 64,330 3.0 1,673,332 3.8
11. New Jersey 61,033 2.9 2,387,535 2.6
12. Massachusetts 51,746 2.4 1,890,319 2.7
13. Ohio 47,936 2.2 3,465,161 1.4
14. virginia 46,525 2.2 1,492,887 3.1
15. 1Indiana 45,367 2.1 1,730,020 2.6
16. Washington 45,010 2.1 1,220,447 3.7
17. New Hampshire 43,908 2.1 . 280,962 15.6
18. Florida 41,735 2.0 2,526,536 1.7
19. Illinois 38,722 1.8 3,701,866 1.1
20. South Carolina 36,242 1.7 812,148. 4.5
21. Colorado 35,467 1.7 757,053 4,7
22, Georgia 33,683 1.6 1,471,132 2.3
23. Kentucky 33,332 1.6 1,064,436 3.1
24. Tennessee 32,680 1.5 1,300,183 2.5
25. Alabama 32,663 1.5 1,120,219 2.9
26. lLouisiana 30,833 1.4 1,150,313 2.7
27. Iowa 29,192 1.4 958,560 3.1
28. Mississippi 28,364 1.3 699,168 4.1
29. Maryland 28,014 1.3 1,248,747 2.2
30. Oklahoma 27,758 1.3 925,238 3.0
31. Arkansas 27,658 1.3 675,593 4.1
32. Vermont 27,291 1.3 165,068 16.5
33. West Virginia 26,230 1.2 597,266 4.4
34. Oregon 20,946 1.0 744,602 2.8
35. Kansas 20,724 1.0 791,022 2.6
36. Nebraska 18,521 .9 514,617 3.6
37. Arizona 16,380 .8 584,116 2.8
38. Montana 16,225 .8 246,603 6.6
39. Idaho 15,335 .7 244,681 6.3
40, Connecticut \ 15,325 .7 980,849 1.6
41. South Dakota 15,000 .7 225,183 6.7
42. New Mexico 14,527 .7 325,715 " 4.5
43. North Dakota 14,301 .6 256,222 5.6
44. Rhode Island 9,974 .4 317,193 3.1
45. Delaware 8,134 .3 180,212 4.5
46. Utah 7,979 .3 315,734 2.5
47. BAlaska 6,705 .3 88,428 7.6
48. Wyoming 5,711 .3 116,323 4.9
49. Nevada 4,277 .2 172,558 2.5
50. Hawaii 3,053 .1 216,066 1.4

Seasonal Vacant" and "Other Rural Vacant."

lsecond homes are enumerated by combining the United States Bureau of the Census categories, "Rural

intended for occupancy during only certain seasons of the year.

This combination basically includes housing units which are

Source:

United States Department of Commerce, Bureau of the Census, U.S. Census of Housing, 1970 De-

tailed Housing Characteristics (Washington: Government Printing Office, 1972), Final Report HC(Ll)-

B1-52, Table 32.
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APPENDIX C

Households Owning Second Homes, Ranked by Number per State, United States, 1970

Per Cent of Total
- Households Owning
State Total Households HO:SSehOM; ;"’“mg Per Hcent :fl‘;mtal a Second Home

econd Home ouseholds {3 of 2,889,771)
United States 63,446,641 2,889,771 4.6 100.0
1. New York 5,913,861 289,164 4.9 10.1
2. California 6,573,861 264,342 4.0 9.1
3, Michigan 2,654,059 185,778 7.0 6.4
4, Texas 3,433,996 164,785 4.8 5.7
5. Pennsylvania 3,702,304 153,311 4.1 5.4
6. Florida 2,284,786 146,020 6.4 5.1
7. Massachusetts 1,759,692 112,962 6.4 3.9
8. Illinois 3,502,138 110,933 3.2 3.8
9. Ohic 3,289,432 105,129 3.2 3.6
10. New Jersey 2,218,182 101,680 4,6 3.6
11. Minnesota 1,153,946 77,099 6.7 2.7
12. Wisconsin 1,328,804 76,216 5.7 2.6
13. Washington 1,105,587 65,376 5.9 2.3
14. Indiana 1,609,494 59,506 3.7 2.1
15. North Carolina 1,509,564 56,265 3.7 1.9
16. Missouri 1,520,567 55,750 3.7 1.9
17. Virginia 1,390,636 53,133 3.8 1.8
18. Georgia 1,369,225 50,380 3.7 1.7
19. Louisiana 1,052,038 46,877 4.5 1.6
20. Connecticut 933,269 45,777 4.9 1.6
21. Alabama 1,034,113 43,108 4.2 1.5
22. Maryland 1,175,073 42,990 3.7 1.5
23. Tennessee 1,213,187 38,451 3.2 1.3
24. Arizona 539,157 36,674 6.8 1.3
25, Maine 302,923 35,666 11.8 1.2
26. South Carolina 734,373 34,829 4.7 1.2
27. Colorado 690,928 34,775 5.0 1.2
28. Kentucky 983,665 . 32,601 3.3 1.1
29. Oklahoma 850,803 31,151 3.7 1.1
30. Towa B96, 311 30,104 3.4 1.0
31. Oregon 691,631 30,032 4.3 1.0
32. West Virginia 547,214 23,999 4.4 .8
33. Kansas : 727,364 22,925 3.2 .8
34. Mississippi 636,724 20,154 3.2 .7
35. Arkansas 615,424 19,863 3.2 .7
36. New Mexico 289,389 18,671 6.5 .6
37. New Hampshire 225,378 17,345 7.8 .6
38. Montana 217,304 , 15,983 7.4 .6
39. Nebraska 473,721 15,207 3.2 .5
40. Rhode Island . . 291,965 13,337 4.6 .5
41. District of Columbia 262,538 12,905 4.9 .4
42, Idaho 218,960 12,641 5.8 .4
43. Utah 297,934 12,222 4.1 .4
44, Vermont . 132,098 11,835 9.0 .4
45. North Dakota 181,613 10,562 5.8 .4
46. Delaware 164,804 9,517 5.8 .3
47. South Dakota 200,807 9,410 4.7 .3
48. Hawaii ' 203,088 8,463 4.2 .3
49, Alaska . 79,059 8,389 10.6 .3
50. Nevada 160,052 8,139 5.1 .3
51. Wyoming 104,600 7,340 7.0 .3

Source: United States Department of Commerce, Bureau of the Census, U.S. Census of Housing, 1970, Detailed
Housing Characteristics (Washington: Government Printing Office, 1972), Final Report HC(1)-B1-52,
Table 37.
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APPENDIX D

Shifts in the Distribution of Second Homes By State,
1950, 1960, and 1970, and Per Cent Change
1950-1970 and 1960-1970

: R } Difference in Difference in
State Per Cent of Total Second Homes in United States Per Cent: Per Cent:
1950 1960 1970 1950-1970 1960-1970

1. Michigan 9.6 8.5 8.8 - .8 .3
2. New York 15.4 12.9 8.5 -6.9 -4.4
3. Texas 4.1 4.0 6.1 2.0 2.1
4. Wisconsin 5.0 4.5 4.7 - .3 .2
5. California 5.6 6.3 4.5 -1.1 -1.8
6. Pennsylvania 4.2 4.4 4.3 .1 - .1
7. Minnesota 3.9 4.0 3.9 0 - .1
8. Maine 3.6 3.4 3.4 - .2 0
9. North Carolina 1.3 1.9 3.1 1.8 1.2
10. Missouri 1.2 1.8 3.0 1.8 1.2
11. New Jersey 7.5 6.3 2.9 -4.6 ~3.4
12. Massachusetts 5.4 4.6 2.4 -3.0 -2.2
13. OChio 2.2 2.1 2.2 ) .1
14. Virginia .9 1.2 2.2 1.3 1.0
15. Indiana 2.1 2.0 2.1 0 .1
16. Washington 2.1 1.9 2.1 0 .2
17. New Hampshire 2.3 1.8 2.1 - .2 .3
18. Florida 2.4 3.8 2.0 - .4 -1.8
19. Illinois’ 1.9 1.9 1.8 - .1 - .1
20. South Carolina .7 1.1 1.7 1.0 .6
21. Colorado 1.9 1.3 1.7 - .2 .4
22. Georgia- .7 1.2 1.6 .9 4
23. Kentucky .4 .8 1.6 1.2 .8
24. Tennessee .5 .8 1.5 1.0 .7
25. Alabama .6 1.0 1.5 .9 .5
26. Louisiana .6 1.1 1.4 .8 .3
27. Iowa .7 .9 1.4 .7 .5
28. Mississippi .6 .9 1.3 .7 .4
29. Maryland 1.7 1.3 1.3 - .4 Q
30. Oklahoma .5 .9 1.3 .8 .4
31. Arkansas .7 1.0 1.3 .6 .3
32 Vermont 1.0 1.0 1.3 .3 .3
33. West Virginia .4 .7 1.2 .8 .5
34, Oregon 1.2 .9 1.0 - .2 .1
35. Kansas .4 .6 1.0 .6 .4
36. Nebraska " .3 .5 .9 .6 .4
37. Arizona 5 .7 .8 .3 .1
38. Montana .5 7 .8 .3 .1
39. 1Idaho .5 .7 .7 .2 0
40. Connecticut 2.2 1.7 .7 -1.5 -1.0
41. South Dakota .3 .4 .7 .4 .3
42 New Mexico .4 .5 .7 3 .2
43. North Dakota .2 .4 .6 .4 .2
44. Rhode Island 1.1 .8 .4 - .7 - .4
45. Delaware .3 .3 .3 o 0
46. Utah o .2 .3 .3 .1 0
47. Alaska ' - .2 .3 -- .1
48, Wyoming .2 .3 .3 .1 0
49. Nevada .1 .1 .2 1 .1
50. Hawaii - .1 .1 - 0

Sources: U.S. Department of Commerce, Bureau of the Census: (1) U.S. Census of Housing: 1950, United

States Summary (Washington: Government Printing Office, 1953), Final Report H-Al, Table 17, ("Seasonal
Vacant Dwelling Units"); (2) U.S. Census of Housing, 1960, States and Small Areas, United States Sum-
mary (Washington: Government Printing Office, 1963), Final Report HC(l)-1, Table 3, ("Units Held for
Occasional Use" minus "Vacant for Migratory Workers” plus "Other Seasonal Vacant Units"); (3) U.S. Cen-
sus of Housing, 1970, Detailed Housing Characteristics, United States Summary (Washington: Government
Printing Office, 1972), Final Report HC(1)-Bl, Table 32, ("Rural Vacant" plus "Other Rural Vacant").
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Appendix E

Estimated Ownership of Recreational Properties by Type of
Property and Region of the U.S., 1973
*
United ‘North
South W
Type of Property States Noxtheast Central u est
Number of Households 67,430,000 16,075,000 18,451,000 20,825,000 12,079,000
Number of Households Owning
. 732
Recreational Properties 5,732,000 1,410,000 1,462,000 1,712,000 1,148,000
PeF Cent.of Total Households 8.5 8.8 7.9 8.2 9.5
in Region
Number of Households Owning
Vacant Recreational Lots for 877,000 199,000 240,000 249,000 189,000
Speculation/Investment
Pe? Cent_of Total Households 1.3 1.9 1.3 1.2 1.6
in Region
Number of Households Owning .
Vacant Recreational Lots for 1,416,000 298,000 357,000 461,000 300,000
Future Building
Pe; Cent'of Total Households 2.1 1.9 1.9 2.2 2.5
in Region :
Number of Households Owning
Single Family Detached Second 3,237,000 864,400 813,400 926,300 632,900
Homes
Pe? Cent.of Total Households 4.8 5.4 4.4 4.5 5.2
in Region
Number of Households Owning '
Resort Condominium Units 202,000 48,200 61,800 65,800 26,200
Per Cent of Total Households
in Region .3 .3 .3 .3 .3

source:

Unpublished survey designed by Richard L. Ragatz and conducted for this study by the

Opinion Re-

search Corporation, Princeton, N.J., October, 1973, using a stratified sample of 7,190 U.S. house-

holds.

1973).
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Data on numbers of households was obtained from the U.S. Department of Commerce, Bureau of
the Census, Demographic Projections for the Unjited States (Washington:
Current Population Reports, Series P-25, No. 476, Tables 7 and E, pp. 25-26.
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